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Life Insurance and Investment Banking at the 


Time of the Armstrong Investigation of 
1905-1906 * 


N ESSENTIAL factor in the rise of the investment banker to a 

dominant position in the American economy in the decades 
following 1880 was his command of the mobilized savings of the 
country’s financial institutions. While considerable research has been 
devoted to the investment bankers’ domination of transport and in- 
dustry,’ little attention has been paid to their organization of financial 
institutions and their significance for the development of these institu- 
tions and their reorientation toward the securities market.” This paper 


* Testimony Taken Before the Joint Committee of the Senate and Assembly of the State of 
New York to Investigate and Examine into the Business and Affairs of Life Insurance Companies 
(Albany: J. B. Lyons Co., 1906). (Hereinafter referred to as the Armstrong Investigation, after 
the chairman of the committee.) All references are to the seven-volume edition. 

The material on life insurance companies in this essay is part of a larger study made possible 
as a result of a fellowship in economic history from the Social Science Research Council. I 
should also like to acknowledge my indebtedness to Professor M. M. Knight at the University 
of California, whose many comments and suggestions have greatly improved the present essay. 
Any errors, of course, are my own. 

1 There has been a good deal of misinformation on this relationship, but recent scholarly re- 
search such as Fritz Redlich’s chapter on “Investment Banking” in his Molding of American 
Banking (New York: Hafner Publishing Co., 1951) has done much to place the investment 
banker in correct perspective. 

2 The relationship between life insurance and investment banking during this period has 
typically been described in one of two fashions. Following the lead of the muckrakers, the 
major life insurance companies have simply been listed as adjuncts of one or another investment 
banking house (more often than not J. P. Morgan and Co.). This’ is simply incorrect for the 
years prior to the investigation (and is true of the Equitable alone in the years following the 
investigation). Even though the New York Life had a close relationship with J. P. Morgan and 
Co. and the Equitable was equally close to Harriman and Kuhn, Loeb, this relationship was 
neither exclusive nor a dominating one. Indeed, it is a major thesis of this paper that it was 
the generally dependent relationship of the major life insurance companies to the investment 
banking community (rather than the specific ties) that explains the policies of the former. 

The other type of description is equally misleading and has typified a great many business 
histories. Here the dependent position of the life insurance companies is minimized or ignored 
and consequently the bulk of their financial policies simply do not make any sense. 
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is a study of the relationship between the large life insurance companies 
and investment banking in the years immediately preceding the 
Armstrong Investigation.® 





II 


The tremendous industrial growth of the post-Civil War period was 
paralleled by the rapid development of domestic financial institutions. 
While foreign savings played an important part and had a large if not 
majority interest in the leading railroads in the early nineties,* this 
participation had been sharply reduced by 1905 and indigenous savings 
were playing an increasingly important role.” With an increase of over 
five hundred per cent in insurance in force between 1865 and 1905, the 
total income of all reporting life insurance companies had grown from 
$25 million to $642 million annually and the excess of total income 
over total expenditures had grown from $14 million to $230 million 
annually.® During the two decades preceding the Armstrong Investiga- 
tion the assets of life insurance companies increased by more than $2 
billion.’ Five companies were responsible for two thirds of this growth. 


The Metropolitan and the Prudential, pioneering in the new industrial 
insurance, were soon to overtake the leaders in the field. However, in 
1905 it was the big three, the Mutual, the Equitable, and the New York 
Life, that dominated the life insurance world. It was these three com- 
panies that had been responsible for the rapid growth of tontine insur- 


3 The Armstrong Investigation is looked upon as a milestone in life insurance history. Many 
of the practices described in this article which characterized the relationship between the big 
insurance companies and investment bankers were outlawed. However, the functional needs 
of the insurance company for outlets for its funds and the continuing pre-eminent position of the 
investment banker for several more decades led to a continuation of their co-operative activity 
along somewhat different lines. Since a description of this relationship would require a rather 
detailed account of the revisions in the insurance code of New York State (and their subse- 
quent modification), it would necessitate a separate article. 

4 George Edwards, The Evolution of Finance Capitalism (New York: Longmans, Green and 
Co., 1938), p. 183. 

5 Margaret Meyers, The New York Money Market (New York: Columbia University Press, 
1931), I, 291-92, estimates total foreign investment at about $3 billion in 1888. Between 1890 
and 1894 there was an average annual net withdrawal of about $60 million, and during the rail- 
road mergers of 1899-1900 securities were repurchased by Americans and brought back to this 
country in great volume. 

8 Temporary National Economic Committee Hearings, Part 4, Life Insurance (Washington, 
D.C.: Government Printing Office, 1939), Exh. 218. 

7 The assets of all level-premium life insurance companies were $524,705,494 in 1885. By the 
end of 1905 they were $2,924,253,848. 
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ance * and had pursued the radical entrepreneurial policies that ulti- 
mately led to the investigation of 1905.° Between them they possessed 
half the assets of all life insurance companies.” 

Most of the life insurance companies had a growing share of their 
assets invested in securities (primarily at the expense of mortgage 
holdings)."" For the most part such securities were purchased on the 
market and involved no further relationship with the investment 
banker.’” The two industrial companies were still not large enough to 
become partners with leading investment banking groups in syndicate 
undertakings.’* The big three, however, had developed a complicated 


8 The most important feature of tontine insurance was that the surplus, instead of being dis- 
tributed annually in the form of dividends, was retained by the company until the maturity of 
the policy, at which times all the survivors of the particular group were supposed to divide up 
the accumulated dividends. The significance for company expansion lay in their ability to keep 
the total accumulation, including forfeited dividends, for periods of ten to twenty years. Annual 
dividends provided a frequent test of the efficiency and economy of the company, whereas de- 
ferred dividends postponed accountability for surplus, thus concealing the low returns. Deferring 
dividends meant that companies not only did not have to worry about favorable results each 
year but also that they had an ever-growing surplus to borrow against in the tremendous drive 
for new business. 

See Douglass North, “Capital Accumulation in Life Insurance Between the Civil War and 
the Investigation of 1905,” Men in Business, William Miller, ed. (Cambridge: Harvard Uni- 
versity Press, 1952). 

10 Increase of Assets in Twenty Years of the Major Life Insurance Companies, 1885-1905 


Admitted Assets 


Name of Company Jan. 1, 1885 Jan. 1, 1905 Increase 


Equitable, New York $ 57,548,716 $412,438,381 $354,889,665 
Metropolitan, New York 2,304,003 128,094,315 125,790,309 
Mutual, New York 103,583,301 440,978,371 337,395,070 
New York, New York 58,941,739 390,660,260 331,718,521 
Prudential, Newark 752,878 88,511,955 87,759,077 


Source: The Spectator Yearbook, 1905. 


11 Securities increased from 2.9 per cent of total assets in 1870 to 37.7 per cent in 1900.— 
Lester W. Zartman, The Investment of Life Insurance Companies (New York: Henry Holt and 
Co., 1907), p. 14. 

12 There were a few exceptions among the smaller companies. The Washington Life, for 
example, had been purchased by T. F. Ryan. In a short time the entire character of its invest- 
ments had been altered from real estate and mortgages to favor securities mostly purchased 
through Ryan brokerage houses and naturally including such Ryan interests as American Tobacco 
Company. Armstrong Investigation, pp. 4143-48. 

13 The Metropolitan dealt almost exclusively with one firm, Vermilye and Co. According to 
President Hegeman, the practice of dealing with one firm had started in 1885 when the Metro- 
politan had been a small company and had continued ever since. In the ten years preceding 1905, 
$66 million out of $73 million of securities had been purchased from them—Armstrong Investi- 
gation, pp. 2159-63. During 1905, the firm split up and the Metropolitan went with William 
Read, who formed a new banking house. The Metropolitan loaned him $1 million for this 
purpose. (They had previously made a number of loans to the older company.) Both companies 
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relationship with the investment banking community which had 
resulted in their becoming major sources of strength to the investment 
bankers with whom they were affiliated. Indeed, the proximate cause of 
the Armstrong Investigation itself had been the violent warfare within 
the Equitable on the part of different investment banking interests over 
access to company funds." 

Beginning with Morgan’s reorganization of the Richmond Terminal 
system *° in 1894 the big three had participated in the successive re- 
organizations of the ensuing decade. By 1905 they possessed almost ten 
per cent of the total railway funded debt.’® By that time securities had 
rapidly replaced other types of investments and were 74 per cent of 
the assets of the New York Life, 57 per cent of the assets of the Equi- 
table, and 54 per cent of the assets of the Mutual.’” The following table 
presents a breakdown of the securities of the Equitable, which may be 
taken as typical of the character of the holdings of the big three. 

However, it was not the absolute amount of security holdings that 
provided a measure of the importance of the big three to the investment 
bankers. As George Perkins, vice-president of the New York Life (and 
a Morgan partner), pointed out during the investigation, J. P. Morgan 
and Co. had marketed more bonds in four and a half years than the 
big three had accumulated in sixty years. It was rather the services that 
the insurance companies provided, both directly and through their sub- 
sidiaries, that made their relationships so significant. A brief survey 
of the character of investment banking at this time is necessary to an 
understanding of this relationship. 


were closely tied to Gould financing. The Prudential appears to have been concerned with a 
number of New Jersey companies, but not intimately tied to any single investment banking 
group. 

14 From the time that James H. Hyde succeeded to the controlling interest of the Equitable 
(left to him in a trust fund by his father, the founder of the company) in 1889, there had been 
numerous attempts by various investment banking groups to get hold of this stock. In addition 
to four offers to purchase the stock (Armstrong Investigation, pp. 2298-99), there had been 
numerous concealed attempts to wrest the stock away from him.—Ibdid., pp. 2295-96. When 
trouble broke out within the company between Hyde and other members of the management, 
the controversy was fanned by Harriman, Gould, Ryan, and others.—See Armstrong Investi- 
gation, p. 2292; The New York Times, June 3, 1905; and The Spectator, June 8, 1905. Ullti- 
mately this controversy and the final struggle between Ryan and Harriman for control of the 
company led to the Investigation—Armstrong Investigation, pp. 3648, 3912-20. 

15 Morgan created the Southern Railway out of the ruins of the Richmond Terminal system. 
One hundred forty million dollars’ worth of bonds were issued, of which the big three absorbed 
approximately $17,500,000.—E. G. Campbell, The Reorganization of the American Railroad 
System, 1893-1900 (New York: Columbia University Press, 1938), pp. 149-60. 

16 In addition the Mutual was a large stockholder of the New York, New Haven and Hart- 
ford Railroad and the largest stockholder of the Pennsylvania Railroad. They owned substantial 
holdings in twelve other railroads.—Armstrong Investigation Report, p. 30. 

17 They were approximately 50 per cent of assets in the two industrial companies. 
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TABLE | 


SECURITIES HELD BY THE EQUITABLE SOCIETY 
September 30, 1905 (book values) * 


Government, state, and municipal bonds in the 








United States and Canada 0.0.0.0... ecccceeesstseseseseeeeeees $ 3,397,024.00 
Railroad and traction bonds, 
United States and Canada ..........cccsscesescssesescsssseceseneeees 162,364,034.00 
BS ORCN ITN ENON roo esescccee das ces uonst casensncecsseatestes devs sesaestsstesesieeees 11,756,454.00 
1 ESTE T Yore, T1051 | a 5,046,764.00 
ee I ierecciisescserncennsnsnansensnonsansnesions $182,564,276.00 
Railroad and traction company stocks, 
United States and Canada ............ccccsssseccscssssescsesessesenens $ 9,373,329.00 
Stocks of financial institutions, 
United States and Canada o...........cceecccccseseecssesceeeseseeseees 37,532;950.00 
MilecellaneousstOGKs ts. cis.5-secccsecsecsccssenev cesses scessacuateactassszenvecs siete 890,812.00 
MOAT STOCKS osc ssicctesscssecatercssssdecetacsseiodecceesss $ 47,797,091.00 


* Armstrong Investigation Report, pp. 95-96. The New York Life had no stocks in its ledger 
assets (although it did possess some in its nonledger assets) because Prussia, where the company 
did a considerable business, prohibited life insurance companies from owning stocks. 


Il 


The pre-eminent position of the investment banker had been achieved 
by the opening of the twentieth century. The railroad reorganizations 
following the depression of 1893 had accelerated a development that 
had begun in the 1880’s.** Following the railroad reorganizations the 
investment banker turned to the consolidation of other fields of trans- 
port and industry in order that competition might be eliminated from 
these fields as well and the security-holder guaranteed a safe return on 
his investment. Copper, steel, and international shipping were three of 
the more celebrated consolidations that took place near the turn of 
the century.” The reorganizations and consolidations were not only 
immediately profitable to the investment bankers concerned but pro- 
vided them in each case with a monopoly over successive issues of the 
reconstituted corporation. Whether control was directly vested in the 
banker’s hands through a voting trust or indirectly held through repre- 
sentation on the board of directors or strategic disposition of voting 
stock to affiliated financial companies, the dominance of the investment 
banker was unquestioned.” 


18 For an account of the growth in power of the investment banker, see F. Redlich, Molding 
of American Banking, chap. 21. 

19 These consolidations resulted in the Amalgamated Copper Company, the United States 
Steel Company, and the International Mercantile Marine Company. 

20 The extent to which the investment banker actually utilized this power is a subject of some 


ih eat he on Sl 











214 Douglass C. North 





The most significant change in the financial sector of the economy 
after the turn of the century was the achievement of harmony within 
the financial community. By 1905 co-operation had replaced in good 
part the competitive struggle of the latter nineteenth century. It is 
true that the occasional breakdown of such harmony revealed clearly 
that the underlying coercive power depended on the size and financial 
resources of the community over which the investment banker could 
exercise control. More and more, however, these struggles tended to 
be relegated to lesser interest groups. After the celebrated fight with 
Harriman (and Kuhn, Loeb and Co.) over the Northern Pacific in 
May 1901, there were no challengers to the House of Morgan.” An 
intruder such as Ryan might challenge Harriman and gain (tem- 
porarily) control of the Equitable over his objection, but faced with 
Morgan’s “request” that he surrender control to him, not even Ryan 
was foolhardy enough to resist.” The testimony of Schiff (Kuhn, Loeb), 
Davison (J. P. Morgan and Co.), and Baker (First National Bank) 
in the “Money Trust Investigation” affirmed this growth of co-operative 
financial undertakings.”* Indeed, the first decade of the twentieth cen- 
tury was one in which six investment banking groups dominated the 
large transactions to such an extent that only one issue exceeding $10 
million was floated without their participation.** These firms consisted 
of J. P. Morgan and Co., Kuhn, Loeb and Co. (with Harriman), the 
National City Bank (James Stillman), the First National Bank (George 
F. Baker), Lee, Higginson and Co., and Kidder, Peabody and Co. (the 
last two being Boston firms). There were, however, a number of other 
important investment banking firms including several such as Speyer’s, 


controversy. I am inclined to agree with Fritz Redlich, Molding of American Banking, Il, 
378, “. . . once the ‘right’ men were in and as long as they ran the enterprise in question in 
line with an understood over-all policy and with profit, the investment banker in control in 
effect did absolutely nothing. Industrially, to use Veblen’s term, what appeared as investment 
banker’s control meant de facto autonomous administrations. But they were autonomous only 
in return for success and good behavior, and the continuously recurrent need for additional 
funds in an expanding national economy made the captains of industry vassals of the investment 
bankers.” 

21 For a time it appeared that the Rockefeller-National City Bank (under Stillman) group 
were the equals of Morgan, and John Moody so reported them in 1904. The Truth about the 
Trusts (New York: Moody Publishing Co., 1904). However, shortly thereafter the Standard 
Oil group got out of Wall Street and James Stillman and the National City Bank became allied 
with Morgan. 

22 For J. P. Morgan’s account of this transaction see “Money Trust Investigation,” Investiga- 
tion of Financial and Monetary Conditions in the United States under House Resolutions Num- 
bers 429 and 504 before a Sub-committee of the Committee on Banking and Currency (Wash- 
ington, D.C.: Government Printing Office, 1913), pp. 1068-70. 

23 For a summary of their views on the joint operation of these banking firms, see ibid., 
Report, pp. 102-5. 

24 Redlich, Molding of American Banking, Il, 380. 
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Harvey Fisk and Son, and Vermilye and Co. that had important re- 
lationships with the major life insurance companies. 


IV 


It was no accident that the New York Life had the highest percentage 
of its assets in securities (74 per cent) of the big three. With its execu- 
tive vice-president at one and the same time chairman of the insurance 
company’s finance committee and a partner in J. P. Morgan and Co., 
the New York Life had the closest connections “downtown” of the 
three companies.” While securely within the compass of Morgan finan- 
cial interests, this company nevertheless dealt extensively with other 
banking houses and had other representations than Morgan on its 
board of directors.”® 

While the Mutual clearly occupied a dependent position in its rela- 
tionship with investment banking houses,” under the very positive 
leadership of Richard McCurdy (president 1885-1905), it did not 
become as intimately tied to any one group as did the other two major 
companies. Both George F. Baker (First National Bank) and James 
Speyer (Speyer and Co.) played a leading part in its financial opera- 
tions. There were a number of other investment banking interests on 
the board of directors including H. H. Rogers and William Rockefeller 
of the Standard Oil group.” 

The Mutual and the New York Life were mutual companies. Control 
and decision-making resided with the companies’ executives, the “busi- 
ness control group.” Investment banking interests were voluntarily 


25 One result of this close connection which differentiated the New York Life from the other 
two companies was that it engaged extensively in joint account transactions. These dealings 
usually consisted in the New York Life and a bond dealer jointly purchasing a part of an issue 
and then reselling it either through the stock exchange or through the organized channels of 
the bond dealer. In most of these cases the New York Life put up all the money and the 
profits were split evenly. In a few cases the insurance company retired some of the bonds and 
the partner in the transaction received the lion’s share of the profits from the remaining bonds 
that were marketed. 

26 Notably James Stillman of the National City Bank (at that time closely allied with the 
Rockefellers). 

27 Shepard Clough in his history of the Mutual, 4 Century of American Life Insurance (New 
York: Columbia University Press, 1949), pp. 195-96, leaves the distinct impression that the 
Mutual was the equal of Morgan and others, and cites a case in which the company outbid 
Morgan for an issue. The testimony of Frederick Cromwell, treasurer of the Mutual, quoted 
below on p. 219, indicates a quite different relationship. 

28 Representatives of other investment banking firms included Charles R. Henderson, Adrian 
Iselin, Jr., and Charles Lanier. 

29For a description of internal organization and decision-making in the big three, see 
Douglass North, “Entrepreneurial Policy and Internal Organization in the Large Life Insurance 
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brought into the boards of directors by this business control group as 
a mutually advantageous arrangement. The bankers confined their 
interest in the life insurance company to financial policy and only in 
times of stress did they become active directors in regard to other 
company policies as well.®*° The same condition existed in the Equitable. 
That is, there were a number of banking interests represented on the 
board of directors and their influence was primarily confined to finan- 
cial policy. However, there was one significant difference. The Equi- 
table was a stock company in which absolute control ultimately rested 
with the possessor(s) of a majority of the company’s stock. As long as 
Henry B. Hyde controlled this stock, the various investment bankers 
co-operated harmoniously. At the end of the nineteenth century when 
General Louis Fitzgerald headed the executive committee, Gould 
interests were somewhat favored. With the death of the elder Hyde, 
his son, James H. Hyde, fell heir to the stock. During the first five years 
of the new century Harriman and Kuhn, Loeb were conspicuously 
favored.” Nevertheless, a number of other interests were represented 
on the board.” 

While individual relationships between the various banking houses 
and the big three have provided abundant and entertaining materials 
for the muckraker,** they have all too often tended to obscure for 





Companies at the Time of the Armstrong Investigation,” Explorations in Entrepreneurial History, 
V, No. 3 (March 1953). 

30 Jbid., pp. 144-48. The upheaval caused by the disclosures of the Armstrong Investigation 
led to active intervention by the directors in each of the major companies. 

31]In 1901, six days before the climax of his famous fight with Hill and Morgan over control 
of the Northern Pacific, Harriman received a collateral loan of $2,700,000 from the Equitable 
with which to buy Northern Pacific stock—Armstrong Investigation, p. 2286. In 1902-3 he had 
arranged privately with Hyde for the Equitable to take $2,500,000 in a $50 million five-year 
holding syndicate whose purpose was to control the Union Pacific. The syndicate had been 
conducted by Kuhn, Loeb with Harriman, Schiff, and Stillman (head of National City Bank) 
as managers. Kuhn, Loeb sold almost $50 million worth of securities to the Equitable between 
1900 and 1905.—Armstrong Investigation, Exh. 1025. 

32 Business control groups of stock companies in which the stock was widely dispersed faced 
a real problem in attempting to perpetuate their control in the face of repeated attempts by 
individuals and investment banking groups to get control. The Metropolitan and Prudential in 
particular, just becoming important factors in the securities market, went to some lengths to 
prevent “outside control.” The Prudential undertook to sell a majority of its stock (obtained 
from all the officers of the company) to the Fidelity Trust Company; and then in turn to buy 
a majority of the stock of the Fidelity Trust Company in the name of the Prudential.— Armstrong 
Investigation, pp. 3658-60. The Metropolitan permitted certain classes of policyholders to vote 
as well as stockholders. As the votes of the policyholders were ten-year proxies running to the 
president they provided a convenient method of insuring business control.— Armstrong Investt- 
gation, pp. 94-95. 

33 One of the best of the muckraking accounts of the period was B. J. Hendricks, The Story 
of Life Insurance (New York: McClure, Phillips and Co., 1907); the most frenetic is surely 
contained in Thomas Lawson's Frenzied Finance (New York: The Ridgeway Thayer Co., 1905). 
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subsequent historians the more important point that it was the general 
dependent relationship of the big three to the investment banking 
community that was most important. Even though the New York Life 
was securely tied to J. P. Morgan and Co., it nevertheless participated in 
innumerable syndicates of other banking houses. The development of 
co-operation within the investment banking community led to complex 
ties with related financial institutions. Not only were the life insurance 
companies tied up with the investment banking community as a whole, 
but also this general dependence was equally true of banks and trust 
companies. Frequently the subsidiaries of the big three had minority 
representation from several investment banking firms, and some large 
banks (such as the National Bank of Commerce) were jointly owned 
by a complex of insurance companies and investment banking houses.* 
As a result, individual ties with a single investment banking house 
were neither exclusive nor very meaningful indicators of their sub- 
sequent investment activities. 

While an understanding of the growth of such co-operation is essen- 
tial to an analysis of investment banking of this period, it does not mean 
that there ceased to be special and exclusive spheres of interest. Quite 
the contrary, it means that the financial institution recognized these 
special interests. Life insurance companies as junior partners recognized 
these sanctions and acted accordingly, as shown by the following testi- 
mony of F. W. Cromwell, treasurer of the Mutual: 


Q. You were not going to buy any, were you? 

A. We had never taken any interest in the Missouri Pacific System of that 
kind, and we were not in a position to try and get a profit out of anything when 
we never did invest in it. We did not wish to. 

Q. In other words, if you had taken a profit out of that offer of a syndicate 
participation it would have put you under some moral obligation? 

A. We felt that it would, it would associate us with that security. 

Q. What moral obligation would it put you under? 

A. Well, we did not propose to make anything out of a security of a road in 
which we never invested. I presume any high-toned man would feel the same 
thing. But the trust companies were in the business of buying and selling lots 
of things which we do not. 

Q. It would be a matter of honor, if you were taking a matter of profit through 
such a flotation, you should have an interest in the enterprise? 

A. Yes. 

Q. And as long as the Mutual Life Insurance Company did not see fit to take 


34 The role of subsidiary and affiliated financial companies is discussed in more detail in the 
following section. 
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an interest in the Missouri Pacific and other allied enterprises, you did not think 
it was a square thing to take a profit on the syndicate operation? 
A. That is it exactly.35 





The Mutual, which had never been a part of Gould financing, did not 
feel that it could participate in a syndicate involving one of his railroads. 
Even in such cases trust companies that were subsidiaries of the life 
insurance company were not bound by the same sanctions and could 
participate. It is therefore the general relationship between the invest- 
ment banking community and the big three that requires examination. 


V 


Life insurance companies suited perfectly the need of the investment 
banker. They possessed large amounts of liquid funds, not subject to 
call for long periods of time. Moreover, they were expanding at such 
a rate that there was a continuous flow of such funds for Morgan in 
steel or Harriman and Schiff in railroad consolidation. The most im- 
portant advantage of having insurance companies securely within the 
compass of financial affiliates was that it provided a large assured market 
for syndicate operations and therefore eliminated to a large extent the 
risk of “undigested” securities. To take a typical illustration, Morgan 
could underwrite a $35 million bond issue of the Atlantic Coast line 
against $30 million of Louisville and Nashville Railroad stock (for the 
purpose of financing control of the latter railroad) and be sure that he 
would have no trouble placing the issue. The New York Life (as well 
as other insurance companies) as part of the Morgan group could be 
relied upon to participate (in this case to the extent of $5 million).** 
Not only was the risk of undigested securities reduced but also a higher 
degree of profitableness for the investment banking house could be 
assured as a result of the double role played by the insurance companies. 
Not only would they be members of the original syndicate and under- 
write the issue for a specified amount at the syndicate price, but they 
could also be depended on to purchase an allotment when the issue 
went on the market at the higher public price. Sometimes the banker 


35 Armstrong Investigation, pp. 492-93. 

36 For an account of this purchase, see Armstrong Investigation, pp. 225-33. This was a 
part of Morgan’s successful attempt to get the Louisville and Nashville away from Gates (al- 
though at the latter’s price)—John Moody, The Masters of Capital (New Haven: Yale 
University Press, 1921), pp. 106-7. 
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would not permit the insurance company to withdraw any bonds (even 
though a member of the syndicate), but required instead that they buy 
them all at the public offering if desired for an investment. Frederick 
Cromwell, treasurer of the Mutual and a member of its finance com- 
mittee, testified: 


Q. What do you mean by “we withdraw our bonds”? 

A. If they are a sterling kind of bonds we would much rather withdraw them at 
the price we put them in our books (the syndicate price). We don’t want to sell. 

Q. When you say withdraw, you mean keep them as an investment? 

A. Yes, keep them. 

Q. Isn’t that the normal object when you make an agreement of this sort? 

A. They won’t let us very often. 

Q. Won’t let you? 

A. They won’t give us a share in the syndicate if we do that because they wish 
to make their profit in selling, too. 

Q. So very often it is contemplated that the parties entering into the syndicate 
will be responsible for a certain proportion, their allotment of the securities, in 
case the public do not take them, but the intention is that if the public will take 
them that they shall be sold? 

A. Yes, but with us if we don’t withdraw them—in the vast majority of cases 
we buy as many as we subscribe [to in the syndicate] at the price. 

Q. Taking your place in the market? 

A. Yes, but we buy them. 

Q. Let me stop a moment there. I understand then that when you enter a 
syndicate it isn’t regarded as quite in good form that you should withdraw your 
syndicate allotment for investment? 

A. Well, the bankers don’t want us to. 

Q. They want to make their money on the resale, and the money that is made 
on the resale of course is distributable among the members of the syndicate accord- 
ing to their respective participations. Now then, when the syndicate managers 
sell to the public, then you come in and buy, so that you occupy in the transaction 
two different capacities, first as member of a syndicate who underwrite the issue 
and agree in any event to take a certain amount at the original syndicate price 
and also you come in later as a part of the public taking a portion of the invest- 
ment from the syndicate managers on the public offering, is that right? 

A. Frequently.37 


37 Armstrong Investigation, pp. 191-92. The insurance companies would naturally have pre- 
ferred to withdraw their bonds at the syndicate price. The difference between syndicate price 
and market price was usually about 4 per cent (of the par value) while the profits from the 
syndicate were usually between 2 per cent and 3 per cent (the difference primarily being the 
costs of marketing the issue). For example, in a Speyer and Co. syndicate of United States 
of Mexico bonds, the Mutual underwrote $4,500,000 worth of bonds at 89 with the agreement 
that they would purchase $4 million of the bonds at the market price of 93. Their profits on 
the underwriting were $136,936.87 while the difference between syndicate and market price on 
$4 million worth of the bonds was $160,000. 
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There was often a tacit or explicit agreement that allotments that 
were withdrawn, if not desired for investment, would not be put on the 
market alongside the public issue. Their sale would be postponed in 
order not to weaken the market.** The insurance company was most 
valuable to the investment banking concern in the marketing of a 
weak issue. In regard to a syndicate marketing Toronto, Hamilton, and 
Buffalo Fours, Edmund Randolph testified: 


Q. So that when you originally put up that $796,000 with the syndicate in 
December 1898, you didn’t put that up with the idea of making an investment in 
those bonds to that extent, but with an idea of furnishing the syndicate with 
that amount of money and holding the bonds subject to their call until they 
could dispose of them in the market? 

A. ... that is manifestly and clearly the case as you state it.°® 


It was clearly the dependent role of insurance companies in invest- 
ment undertakings that was most important (even though the company 
might not be immediately tied to a single investment banking firm). 
Specifically this dependent position dictated: 

1. Many of the specific investments which otherwise would not 
have been made.” Also, of course, the entire composition of the securi- 
ties portfolios reflected the interests of the most favored investment 


38 The following excerpt from the minutes of the finance committee of the New York Life 
of November 7, 1904, illustrates a typical example. “The treasurer announced’ that the sub- 
committee had taken from Messrs. Harvey Fisk & Sons a participation of $2,000,000 in the 
purchase of $6,200,000 New York Central & Hudson River Railroad Company debenture four 
per cent bonds due 1934 at 99% and interest, such participation being taken with the under- 
standing that this company can withdraw its two millions at the price paid for the entire lot 
or leave the bonds for sale by Messrs. Fisk & Son with the further condition that if the com- 
pany withdraws its $2,000,000 it will keep them out of the market for twelve months, and 
in any case the sale must be made through Messrs. Fisk & Sons.”—Armstrong Investigation, pp. 
233-34. 

39 Armstrong Investigation, p. 329. 

40 To take a typical illustration: The Equitable purchased $5 million of the Railroad Securi- 
ties Company’s 34 gold bonds syndicate. 

. [To A. R. Winthrop, Assistant Secretary of the Equitable] Do you know what the Railroad 

Securities Company was? 

. A company organized for the holding of Illinois Central Railroad stock. 

. The sole security for the bonds for the Railroad Securities Company was stock in the Illinois 
Central which the Railroad Securities Company had acquired? 

. Yes, sir. 

. The Railroad Securities Company was a holding company? 

. Apparently. 

. And acquired 77,000 shares of capital stock of the Illinois Central Railroad and then issued 
bonds against the shares acquired, and Kuhn, Loeb & Company, as syndicate managers 
undertook the sale of the bonds to various members of the syndicate underwriting the trans- 
action? 

A. Yes, sir. 
—Armstrong Investigation, pp. 844-45. This was Harriman-Kuhn, Loeb’s successful effort to 
get control of the Illinois Central. 
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banking group. The New York Life’s portfolio was weighted with 
Morgan railroads, United States Steel securities, and International Mer- 
cantile Marine bonds, while the Equitable’s holdings reflected the rail- 
road interests of Harriman-Kuhn, Loeb.** 

2. The amount of the securities purchase. This usually depended on 
whether the public offering was a success or not.*” 

3. At what price the issue was purchased. This depended on how 
much they were allowed (if any) to withdraw at the syndicate price 
as contrasted with the market price. 

4. The subsequent disposal or retention of the securities. Some syndi- 
cates such as the Union Pacific holding syndicate of 1902-1903 had as 
a principal purpose maintenance of control, and the insurance company 
passively held the stock for the requisite period (in the case of the 
Union Pacific it was five years). 

The services the big three provided the investment bankers were not 
limited solely to their junior partner relationship in syndicate opera- 
tions. Equally important was the role of subsidiary bank and trust 
companies. By 1905 the major insurance companies had developed an 
extensive group of subsidiary and affiliated companies of their own. 
Some of these companies were owned outright, some were affliated 
with the insurance company through minority stock ownership and 
the deposit of large inactive balances there by the insurance company, 
still others were the joint property of one (or more) insurance company 
and an investment banking company.” 


41 Morgan roads were well represented on all three major companies. Kuhn, Loeb roads 
were better represented in the Equitable than in the other two companies. 

42 The New York Life had asked for five million in the International Mercantile Marine 
Syndicate when it had just been formed in April 1902. At that time it appeared to be a very 
profitable undertaking and J. P. Morgan and Co. allotted them an underwriting participation of 
but $3,200,000, so eager was the financial world to participate in another Morgan affair. How- 
ever, by May 5 a call of $1 million was made on the company by the syndicate managers 
and the successive calls of the other $2,200,000 by October 10 indicated that the bonds were 
not selling. In January 1903 J. P. Morgan and Co. “‘asked” the New York Life to take another 
$400,000 and again in July another $400,000. This additional $800,000 was subsequently sold 
at a loss of $80,000.—Armstrong Investigation, pp. 348-51. 

43 While subsidiaries legally were only those in which the insurance company owned over 
half the voting stock, actual control often existed with much smaller blocks of stock. In fact, 
there is no clear line of demarcation between an actual subsidiary and a simply affiliated com- 
pany. Few affiliates were big enough to be able to afford to have the insurance company withdraw 
its inactive deposits and accordingly in policy affiliates were as firmly wedded to the insurance 
giant as the latter was to the investment banker. This alliance was highly profitable for every- 
one concerned as a glance at the dividend rate of these financial institutions makes clear. There- 
fore, the affiliated financial institutions were always anxious to maintain such relationships. 
Very often, in fact, companies were affiliated with the whole investment complex, thus making 
control in terms of one company rather than another very difficult to ascertain (and really not 
too important). 
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On January 1, 1905, the Equitable owned or was closely affiliated with 
ten banks, trust companies, or title insurance companies ** with total 
deposits of approximately $346 million. Cash balances on deposit with 
these financial institutions ranged from $13,372,832 with the Equitable 
Trust Company down to $500,000 with the Fifth Avenue Trust Com- 
pany and totaled $36 million (9.1 per cent of the company’s assets). 

The Mutual had close ties with twenty-two banks and trust com- 
panies with total deposits of approximately $761 million. The company 
maintained approximately $20 million in cash balances with these 
subsidiary and affiliated companies. 

While the New York Life did not legally *° own stock of financial 
concerns because of Prussian Law, it did have close affiliation with 
seven financial concerns and maintained large inactive cash balances 
with them. 

There were many reasons why the big three should have acquired 
financial subsidiaries, not the least of which was the handsome return 
in the form of dividends to the officers who “bought in” alongside the 
company.*® Still another reason was that of having a banking agent for 
the life insurance company. However, the most important reason was 
that it widened investment opportunities.*” 

A bank, and particularly a trust company, was organized for and 
legally capable of engaging extensively in collateral loans,** stock pur- 


44 The Equitable actually was interested in twenty financial institutions. In ten of these 
companies its proportion of the total stock outstanding ranged from 1o per cent to 64 per cent. 
The data on the subsidiary and affiliated financial institutions of the big three have been com- 
piled from Armstrong Investigation Exhibits and Reports and from Moody’s Manual of Railroad 
and Corporation Securities, 1905. A short summary of the relationships of the big three with 
financial concerns may be found in Armstrong Investigation Report, pp. 24-29, 66, 96-104. 

45 The New York Life actually controlled the New York Security and Trust Company through 
a voting trust arrangement which thereby showed no stock on company books.—Armstrong 
Investigation Report, p. 56. 

46 Not only was the dividend rate handsome, but also the market value jumped on the 
average about fourfold when the insurance company bought in as a result of the expected 
placement of large inactive balances with the financial company.—Armstrong Investigation, pp. 
1596, 1615-17. While the return to the individual stockholder was exceptional, the return to 
the company was often nominal. The following statement from the Frick Report as quoted in 
the Armstrong Investigation Report, pp. 102-4, indicates the actual earnings in the case of an 
Equitable subsidiary. 

“The book value of the society’s holdings in Equitable Trust, plus its average deposits during 
1904 in that institution, amounted to $17,370,000. The society’s income from that investment, 
consisting of two per cent interest on deposits and twelve and one-half per cent dividends on 
the par value of its stock holdings, amounted to $399,182, or two and three-tenths per cent 
on the total investment.” 

47 There were still other reasons why such subsidiaries were valuable to the big three, in- 
cluding the evasion of regulatory laws (Armstrong Investigation, p. 340), disguised political 
contributions (ibid., p. 2219), and sometimes direct investment (idid., pp. 1628-37). 

48 Hughes asked H. R. Randolph of the New York Life: 
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chases,*’ syndicate operations for the purpose of resale rather than 
investment,” as well as a number of other financial activities of 
an equally profitable nature. The judicious deposit of large inactive 
balances with such subsidiaries helped provide them with adequate 
funds for such activities. 

From the viewpoint of the investment banker these subsidiary and 
affliated financial institutions enhanced greatly the value of the big 
three life insurance companies. It was not only the increased funds 
commanded by the life insurance companies, but it was also the greater 
flexibility with which their funds could be used to meet the needs of 
the banking house. Typically the finance committee of the life insur- 
ance company authorized the purchase of a stipulated amount of the 
issue, which was then divided up between the company (which cus- 
tomarily retained the securities) and its subsidiaries, which either made 
them a part of their portfolio or held them for resale (at the dictates 
of the syndicate managers). To take a typical illustration, the treasurer 
of the Mutual was authorized by the finance committee to purchase 
for that company and its subsidiaries $5 million of a syndicate offering 
Chicago, Burlington and Quincy railroad bonds in May 1go1. The 
allotment was apportioned as follows: ** 


$3,000,000 
Guarantee Trust 500,000 
United States Mortgage & Trust 500,000 
Morton Trust 500,000 
Fifth Avenue Trust 200,000 
Morristown Trust 200,000 
Mutual Trust 100,000 


. . . . What was the reason of putting up $13,000,000 with the New York Security & Trust 
Company? 

. It would arise from the loans that have been the subject of inquiry, moneys that they would 

put there by reason of reaping a higher rate of interest. 

. The New York Security & Trust Company loaned its money on collateral? 

=. 

. And by its arrangement with you in account 4 you get the benefit of interest within one-half 

of one per cent of the amount the Trust Company was getting? 

. Yes, sir. 

—Armstrong Investigation, pp. 353-54. Moreover, as D. P. Kingsley testified on the following 
page, the New York Life could not make such collateral loans, because the collateral was 
usually stock which the company bylaws prohibited as a basis for such loans. 

49 For example, see Perkins’ testimony regarding U. S. Steel Stock Syndicate. While the New 
York Life could not enter stock syndicates, it nevertheless provided the money to a subsidiary 
for that purpose.—Idid., p. 2883. 

50 Cromwell of the Mutual testified in regard to the Guarantee Trust Co.: 

A. The Guarantee Trust Co. buys securities for entirely different purposes than we do. 
. . « To sell them at a profit. We do not sell_—Armstrong Investigation, p. 158. 
51 Armstrong Investigation, pp. 450-51. 
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Still another service provided by the big three was collateral loans ™ 
to investment banking houses. In addition to the loan to Harriman 
during his famous fight with Morgan over the Northern Pacific in 
May 1901, the Equitable had loaned Kuhn, Loeb and Co. $13,500,000 
in four years exclusive of year-end loans.™ 


VI 


While the advantages to the investment banker of insurance company 
afhliates are clear enough, the reason for the big three to place them- 
selves in a dependent status requires some explanation. The answer is 
most clearly given by F. W. Cromwell and illustrates the position of 
insurance companies in the financial world and specifically emphasizes 
the dependent position of the Mutual. 


THE WITNEss: You were asking me, Mr. Hughes, I heard you asking them, and 
I think you did me, whether it was necessary to buy bonds of these syndicates or 
whether we could not buy them from the railroad company. I think it is wise 
for me to say this—perhaps it is saying too much—that a few years ago I was 
convinced that we could buy of the railroad company. We had a peculiar 
relationship with some of them and were large stockholders, but I found it 
impossible. I might as well mention one instance. I went to my personal friend, 
Mr. Stuyvesant Fish. We had at that time four of their directors on our board. 
I said to Mr. Fish, “see here, this thing cannot go along any further, it is time 
for us to buy bonds of you directly—” 

Q. You are talking now of the Illinois Central? 

A. Yes, the Illinois Central, and he said he could not afford to sell the Mutual 
Life bonds, and I could see the justice of his remarks when he explained it, that 
it was a necessity for his railroad to do their business through banks in block, it 
could not afford to take them to single buyers, and he must keep up his associa- 
tions with the bank. 

Q. So the railroads must keep in with the banks in order to float their bonds? 

A. Yes have to, yes, sir. 

Q. And the insurance companies must keep in with the banks in order to get 
the investments they want at low prices? 

A. Yes. 

Q. So the banks control the situation? 

A. There is no question about it. I went once to the St. Paul Railroad and 


52 The insurance companies were not well organized to handle collateral loans and usually 
left this type of activity to their subsidiary trust companies. The loans to the investment banker 
were made on special occasions. 

53 Armstrong Investigation Report, p. 95. Year-end loans were made to the investment bank- 
ing house simply to disguise illegal transactions for their annual report to the Superintendent of 


Insurance. 
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remonstrated very much because they had made an issue and did not let me 
know first, and I got a reply which was not at all satisfactory. You can under- 
stand their reasons. I can, at any rate. And I say that to defend my statement 
that we had to buy through the syndicate. 

Q. What do you think their reason is? 

A. To keep a market for the bonds. An attempt was made two or three years 
ago by the Pennsylvania Railroad to make a large flotation through its stock- 
holders, and there never was, for its size, such a lamentable failure, and they 
went around with their hats in their hands to Kuhn, Loeb & Company and Speyer 
& Company and they put the enterprise through. 

Q. Do you think they would be so successful in carrying these enterprises 
through if they did not have the assistance of the insurance companies? 

A. Yes, sir. 

Q. How could they? 

A. They sell more bonds in Europe in a week than we buy in a month. This 
is a very big world, if you will pardon me for saying so, and if the insurance 
companies undertook to control the situation they could not do it. You have 
te meet the situation as it is. You cannot do that. You have to fall in and get 
as good securities at as favorable a rate as you can.°* 


The large life insurance companies found it important to become 
affliated with such complexes of interests because they required 
guaranteed outlets for their continuously expanding accumulation of 
investable funds. These outlets were controlled by investment banking 
houses. Moreover, while the insurance company clearly occupied a 
dependent role in this relationship, the investment banking firm 
frequently reciprocated with a number of important services to the 
life insurance company. Both J. P. Morgan and Kuhn, Loeb accepted 
dummy year-end sales or collateral loans from the New York Life 
and the Equitable in order that the books of the insurance companies 
should not show certain illegal or irregular accounts in their year-end 
report to the State Superintendent of Insurance.” J. P. Morzan also 
paid Judge Hamilton, the New York Life’s eminently successful 
political lobbyist, out of syndicate profits. As a result, these payments 
also did not appear on the books of the New York Life.” 

It would be a mistake to consider the reciprocal services as being in 


54 Armstrong Investigation, pp. 488-89. In the case of the Pennsylvania Railroad flotation 
cited above, the Mutual could have taken $1,666,000 directly from the railroad at par (because 
of their ownership of 100,000 shares of the railroad’s stock). They failed to do so (thus con- 
tributing to the “lamentable failure’), but did underwrite $4,500,000 worth of bonds in the 
syndicate.—Ibid., p. 429. 

55 Armstrong Investigation, pp. 348-51, 4736-38. However, J. P. Morgan charged the New 
York Life at a differential rate of 1'4 per cent for the service—See ibid., p. 707. 

56 Armstrong Investigation, p. 2856. Paid out of U. S. Steel Syndicate profits. 
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any way on a par with the very valuable contributions of the big three 
to the investment banker. The life insurance companies did receive 
more favored treatment than lesser financial concerns. Their status 
was that of a junior partner rather than merely a subsidiary. But it 
was clearly a one-sided arrangement in which the great bulk of the 
advantages accrued to the investment banker rather than to the 
insurance company.” The officers of the insurance company on the 
other hand were most handsomely treated by the investment bankers. 
In the case of the New York Life and the Mutual they received indi- 
vidual syndicate participations alongside the company. A group known 
as James H. Hyde and Associates © received the syndicate participations 
for the Equitable and divided them among the officers, the company, 
and the subsidiaries as they saw fit. It was the understanding of the 
banking house that the allotment was to the Equitable “and its circle 
of friends.” ° The investment banker looked on these favors to the 
officers of the insurance companies as necessary costs of doing business. 








Vil 


In summary, the big three life insurance companies played an im- 
portant role in assuring the supremacy of the investment banker. It 


57 Clear evidence of the costs of this relationship is provided by the Spectator Yearbook’s 
rating of insurance companies in terms of rate of interest earned. The big three were con- 
sistently at or near the bottom of the list. The 1905 Yearbook for example, which rated forty- 
seven level-premium life insurance companies for the year ending December 31, 1903, placed 
the New York Life thirty-ninth, the Mutual forty-third, and the Equitable at the bottom of the 
list. (New York: The Spectator Co., 1905.) 

58 Prior to the ascendency of James H. Hyde, it had been Louis Fitzgerald and Associates 
or George Squire and Associates. 

59 A typical instance of the division was as follows: J. P. Morgan allotted the Equitable 
$1,500,000 in a Chicago, Burlington and Quincy Syndicate in May 1901. This allotment was 
divided as follows: 


REESE eae ee eo One een RE Roe $ 500,000 
PORN NSE A i ARI coc Sosa kas scco ses sacchescoeccoszteus conteuckbeste 100,000 
American Deposit and Loan Co. o.0......ccceceesesseseseeees 50,000 
MN TMPRN RID IMOET «cles 5a2.<scsussnseiensescessssseevevdeoseset cnveestes 100,000 
RONAN SIRT 862055 cccccseysc caves ouvenssursestscccossasavesese 100,000 
PSS © 1c aaa ee 100,000 
RG NN RIE RIN 5 oo oe ct actos ocpn tuts assueuueavnpSonsuvivessiseceletauste 100,000 
ARUN oo cts s cso stes vceayeynscavasboseststeacupeeoustesseseisns 100,000 
W. A. Wheelock ...............:cseccseees Boe ee cece ues cen ows 100,000 
OSC dee Re oc Se < | See eee ee 200,000 


The Fidelity Trust Company ..............ccccccsseseseeseeseeee 50,000 


$1,500,000 
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was not just the funds that the companies (and the subsidiaries) made 
available for the banking houses. It was also the flexibility with which 
they could be used to suit the needs of the investment banker. Whether 
it was a holding syndicate to assure control, or a subsyndicate to create 
a market, or any of the other infinite variations, the insurance companies 
played an obliging role. The double role they played in syndicates, 
both underwriting a part of an issue and promising to purchase an 
agreed amount on the market, reduced substantially the risks of such 
undertakings. Subsidiaries, and particularly their trust companies, were 
especially valuable because of the lack of restrictions surrounding their 
operations. With substantial deposits of inactive balances from the 
parent company they were admirably suited to the varied needs of the 
investment banker. 

The era of co-operation resulted in the specific alliances becoming 
less significant than the general dependent position of the big three. 
While there were conspicuous favors to particular bankers (and the 
stock companies were always subject to intrigue by banking houses to 
get absolute control), the big three dealt with and were dependent on 
the investment banking community. Each company had representation 
of more than one investment banking house on the board of trustees 
(and usually on the finance committee as well), and the portfolios of 
the big three were made up of bonds from all the major banking 
houses.” 

There can be little doubt that the insurance companies had no 
choice but to assume this dependent role. They had ever-growing 
supplies of funds to invest, and the investment banker controlled the 
outlet for securities investments. Railroad, industrial, and public 
utility concerns had found that they could not afford to bypass the 
investment banker. While this relationship was costly to the big 
three in terms of rate of interest earned on investments it would be 
a mistake to look upon these companies as reluctant junior partners. 


60 As noted above, there were some exceptions to this and certain sanctions existed regarding 
which bonds should be kept in the portfolio and which should be sold. 

61]It is doubtful if the mortgage market, particularly with the restrictions imposed by the 
New York Insurance Department, could possibly have absorbed these funds. 

62 The independence of the large life insurance companies from investment banking domi- 
nance came substantially later. It was a result not only of the declining influence of the invest- 
ment banker over railroad, industrial, and public utility concerns but of the growth in assets 
of the insurance companies, which enabled them to absorb substantial parts of securities issues 
without outside assistance. (The growth of private placements since 1930 has been a dramatic 
illustration of this ability to deal directly with the borrower rather than through the medium 
of the investment banker.—See Donald L. Kemmerer, “The Marketing of Securities 1920-52,” 
Tue JouRNAL oF Economic History, XII, Fall 1952, 454-68.) 


 -. 
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The inducements offered to the officers of the three companies were 
more than sufficient to make them willing junior partners of the 
investment banker. 





Douctass C. Nortu, University of Washington 





The Beginnings of British Legislation for 
Old-Age Pensions 


N A society operating completely on the principles of economic in- 

dividualism, each adult person would be expected to make provision 
for his own needs and for those of his dependents. He would have 
to earn enough to provide food, clothing, and shelter, as well as 
develop the necessary frugality to lay by enough to care for himself 
and dependents during periods of illness and unemployment. He would 
likewise be expected to make provision for old age and for funeral 
expenses. The duties of an adult person in society would be looked 
upon as being not only economic but also moral in nature, requiring 
the constant making of choices in expenditure, not merely of what 
goods to buy but of the spacing of expenditures over long periods of 
time. If a person met with economic reverses and could not provide, 
he showed himself to be incapable of dealing with the problems of 
a responsible adult and ought not to look to others to get him out of 
his predicament. His condition would be considered to result from 
lack of the moral qualities required of a person who had taken upon 
himself the responsibilities of adult life. 

During a considerable part of the nineteenth century England came 
as near as she ever did to a full acceptance of the doctrines of economic. 
individualism. Unnecessary restrictions on economic activity were to 
be removed and people were to be taught that their economic future 
was in their own hands. Those who rose in the economic scale did so 
because they had worked hard and lived frugally, and had kept their 
minds on the essentials of making a living and accumulating a small 
competence. Persons whose actual earnings were not sufficient to 
maintain themselves and their families ought not to receive grants 
in aid of wages. Able-bodied persons who had fallen to the level of 
pauperism should be relieved only in the poorhouse, where conditions 
should be less desirable than those that would obtain in the most poorly 
paid employments—the fear of the poorhouse was to serve as a deterrent 
to the indolent and the improvident. 

But despite the almost official adoption of the ideals of individualism, 
England found that she could not live up to them in full. The “offer 
of the poorhouse” was not embodied in the Poor Law Amendment 
Act of 1834 and the Poor Law Commission was unable to put it into 
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operation by administrative methods. A series of factory acts, the Mines 
Act of 1842, the growth of trade-unions, and the passage of laws for 
their recognition and protection—all these show that the English people 
were unable or unwilling to practice economic individualism to the 
full. In the last three decades of the nineteenth century strong doubts 
developed about both the fundamental correctness of the principles 
and the political wisdom of practicing them even if they were essentially 
correct.” 

Meanwhile, large numbers of workers, both urban and rural, had 
been developing means whereby they might on a co-operative basis 
blunt the rigors of the economic system. There grew up a great variety 
of institutions of self-help, such as co-operative societies, trade-unions, 
and friendly societies. The latter were means whereby a worker could 
pay into a common fund a sum sufficient to provide a small income 
and basic medical attendance in times of illness and a small amount for 
burial expenses at death. Some friendly societies tried to interest their 
members in old-age annuities, but were generally unsuccessful in 
their efforts. Trade-unions also provided facilities for sickness benefits, 
but they were less attractive because of the refusal to separate insurance 
funds from funds for strikes and other purposes.” 

While these methods of dealing with predictable but unavoidable 
exigencies were reasonably satisfactory as far as they went, they could 
not meet the needs of the laboring class in general. Friendly societies 
appealed strongly to the skilled artisan and the agricultural laborer 
but they made little headway among the unskilled and the casual 
laborers, whose irregular and inadequate income made it impossible 
to pay the sums required by the insurance principle. Trade-unions like- 
wise catered to the aristocracy of labor and left the unskilled to fend 
for themselves. The balance sheets of the insurance systems of friendly 
societies were by no means always sound, and friendly societies were 
groaning under the necessity of paying what amounted to annuities 
under the guise of sickness benefits.’ 

If a poor person had been unable to provide for times of sickness and 


1 Beatrice Webb, My Apprenticeship (London: Longmans, Green and Co., 1926), passim; 
Helen Merrell Lynd, England in the Eighteen Eighties—Toward a Social Basis for Freedom 
(London: Oxford University Press, 1945). 

2 Herman Levy, “The Economic History of Sickness and Medical Benefits since the Puritan 
Revolution,” Economic History Review, IV (1944), 135-60. 

3 Paul Felix Aschrott, The English Poor Law System, Past and Present (2d ed.; London: 
Knight and Co., 1902), pp. 302-3. For the financial condition of friendly societies, see 
Parliamentary Papers, 1884-85, X, no. 270, 1-2, and 1887, XI, no. 257, viii-ix. References to 
Parliamentary Papers will give the paging of the individual paper rather than of the bound 
volume. 
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for old age through one or more private or co-operative means, he 
could fall back on the poor-law medical service or some form of poor- 
law relief—a move that countless numbers of workers disliked because 
of the social stigma attached. The large numbers of persons over sixty- 
five who received some form of relief, despite the increasing severity 
of poor-law administration after 1870, forced thoughtful observers to 
reconsider the whole position. Why were the aged poor so numerous? 
Was there a means of providing for the needs of the aged without 
forcing them to swallow their pride and apply for poor-law relief? 
Was a poor man who had worked for fifty years on a wage that was 
inadequate to purchase more than the essentials of existence entitled 
as a matter of right to a regular payment by government when he 
reached the age of sixty-five or seventy? Was it possible to make a more 
adequate provision for old age in such a manner as not to discourage 
individual providence? It was questions such as these that precipitated 
the demand for a system of old-age pensions sponsored by govern- 
ment. 

In 1871-1874 a royal commission on friendly societies considered the 
wisdom of attempting to replace or supplement existing systems of 
voluntary thrift by a state-administered system of some sort. It con- 
cluded that, while such a system might be adopted in the realm of life 
insurance, a scheme of sick pay should not be set up because it would 
teach the poorer classes to look to government in time of need and thus 
break down that honorable pride which kept them from falling back 
upon the poor law.* In 1878 the Reverend W. L. Blackley made public 
a plan whereby every person in the nation (with certain exceptions), 
before reaching the age of twenty-one years, would be required to pay 
a total of £10 into a National Fund. These payments were expected to 
be sufficient to guarantee to each person the sum of eight shillings a 
week while kept from work because of illness and four shillings a 
week after reaching the age of seventy. Blackley thought that his 
system would eventually save the greater part of the money spent on 
poor relief, free the masses from begging and charity in old age, and 
provide protection for less than half of what it was costing in friendly 
societies and similar organizations.” A National Providence League was 


4 Parl. Pap., 1874, XXIII, pt. i, cd. 961 cxcvii-cxcvili, and Appendix no. ix, pp. 112-15. 
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founded to promote the Blackley scheme and by 1884 enough interest 
had been created to bring about the appointment of a select committee 
of the House of Commons to investigate. The more immediately press- 
ing problems of the time did not permit the committee to carry its 
studies to a conclusion and made it necessary for the House to continue 
its existence in the next two sessions.° 

The principal opposition to the Blackley proposals came from the 
larger friendly societies, which feared that a system of compulsory 
sickness insurance would discourage young men from joining the 
societies, inasmuch as by their twenty-first year they would already 
have provided themselves with it. They believed that a system of 
compulsory insurance would weaken the spirit of providence among 
men of middle age and prevent its growth among those of younger 
years. They were averse to any system that might enable the govern- 
ment to interfere in any important way with their institutional affairs. 
Fears were expressed that a scheme of compulsory insurance would 
be weakened by malingering on the part of insured persons who would 
rather collect insurance payments than do unpleasant work.’ Testimony 
before the committee was directed primarily against sickness insurance 
and not against the provision of a moderate pension for the aged. The 
committee was much impressed with the arguments against the 
Blackley scheme and in its report made it clear that no responsible 
actuary was willing to say that the payment of £10 before the age of 
twenty-one would suffice for the benefits named. It recommended that 
the principles of thrift be taught—compulsorily—in the schools of the 
nation and that steps be taken to force friendly societies to put them- 
selves on a firmer financial foundation. While recognizing that ob- 
jections to the Blackley scheme were directed not at old-age pensions 
but against sickness insurance, the committee recommended that the 
government should wait for the further development of public opinion 
on the whole subject before taking definite action.® 

The unfavorable report of 1887 did not bring the movement for old- 
age pensions to a close. The problem of the aged poor still existed and 





6 The three reports are in Parl. Pap., 1884-85, X, no. 270; 1886, XI, no. 208; 1887, XI, 
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friendly societies were not fully meeting the need. There was a very 
considerable interest in German legislation on old-age pensions and 
similar matters, but there was also a strong concern for social ameliora- 
tion that was native in origin and that would have continued if no 
German legislation had been passed. In the decade of the 18g90’s an 
impressive number of proposals for old-age pensions were made 
available to the public. In 1890 Sidney Webb stated that no scheme 
for pensions would be satisfactory if it rested on the payments by the 
persons who would receive them—provision should be made by the 
whole community as a collective charge. Charles Booth, already famous 
for his studies of poverty in London, came to a similar conclusion: 
every person in the United Kingdom, upon reaching the age of sixty- 
five, should receive six shillings a week regardless of what his income 
might otherwise be, the money to be provided by national taxes. A 
small subvention might be added from local rates because of the ex- 
pected reduction in poor-law expenses. Booth estimated that the annual 
cost of his scheme would be £18 million for England and Wales alone, 
and £24 million if Scotland and Ireland were included.® 

Joseph Chamberlain was quick to realize the importance of the 
discussion of old-age pensions. In the spring of 1891, “after a good deal 
of meditation and dubiety,” he came out in favor of a limited and 
experimental beginning in the United Kingdom. In a by-election at 
Aston Manor he linked pensions with good wages, regular employ- 
ment, and adequate leisure as desirable goals, and suggested that the 
government should encourage voluntary savings by paying five per cent 
interest on all deposits accumulated by persons who would save for 
old-age annuities in an officially sponsored system.’° Chamberlain 
became active in Parliament in the promotion of pensions for the aged 
and brought about the formation of an informal “Parliamentary com- 
mittee” to study the subject and to agree on fundamental principles 
for legislation. The “committee” then chose a subcommittee to frame a 
scheme in harmony with the principles adopted. It was recognized by 
the “Parliamentary committee” that the payment to all persons over 
sixty-five of even a small pension was politically impossible and that 
an experimental and unpretentious program would have to suffice.” 


9 Sidney Webb, “The Reform of the Poor Law,” Contemporary Review, LVIII (July 1890), 
95-120; Charles Booth, Pauperism, a Picture; and Endowment of Old Age, an Argument 
(London: Macmillan and Co., 1892); Aschrott, English Poor Law System, p. 106. 

10]. L. Garvin, Life of Joseph Chamberlain (3 vols.; London: Macmillan and Co., 1932- 
34), II, 508-9; Times, March 18, 1891, p. 10, col. d. 
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It should be noted that these pension proposals came from persons 
of middle-class origins and not from the ranks of labor. At the time 
when Webb, Booth, and Chamberlain were making specific sugges- 
tions for pensions to the aged, trade-union and friendly society elements, 
as will presently be shown, had not done any serious thinking on the 
subject. 

The interest in pensions, as shown by popular discussion and by the 
number of concrete proposals being made, was sufficient to persuade 
the Liberal government to appoint a royal commission to investigate, 
and Chamberlain, although not a member of the party, was able to 
get a hearing for the proposals of his “committee.” He denied that the 
hardships of aged persons were “due to their own previous idleness, 
drunkenness or thriftlessness. ... These were the easy excuses of 
men who strove thereby to sear their own consciences and harden their 
hearts.” Conditions in modern society were steadily becoming more 
difficult for the older workers, who were being thrown into the back- 
ground by young men and could not, as a result, provide for old age 
without the practice of an unreasonable frugality which would deprive 
them not only of comforts but of necessities as well. He recommended 
a scheme in which a person who had saved enough to provide an 
annuity of two shillings and six pence a week should have the sum 
doubled out of treasury funds. A scheme of this kind would make use 
of existing methods of saving and at the same time recognize the 
responsibility of government for the condition of the aged.” 

After hearing nearly seventy witnesses, the commission rejected all 
the schemes that had been presented. The commission was unwilling 
to make any serious departure from existing methods of dealing with 
the aged and the poor. 


We are of opinion that no fundamental alterations are needed in the system of 
poor law relief as it affects the aged, and that it would be undesirable to interfere 
either by statute or order with the discretion now vested in the guardians as 
to the manner in which such relief should be given, since it is in our view of 
essential importance that guardians should have power to deal on its merits with 
each case. 


Dealing with each case “on its merits” meant that in the administra- 
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tion of relief there should be a greater discrimination between the 
“respectable destitute” and those whose destitution was the result of 
misconduct, and also that deterioration of mental faculties should be 
considered. The commission recommended certain improvements in 
poor-law administration as well as legal changes which would enable 
friendly societies to end “sick pay” at sixty-five and institute pensions 
for their members who had passed that age. The commission also 
thought it would be wise to simplify and make known the opportunities 
for savings and annuities at the Post Office, in order that the system 
might be more widely used.* It is clear that the dominant point of 
view among the members of the commission was that of laissez faire 
and the classic principles of economic individualism. The fear of 
poverty and the poorhouse should continue as deterrents to failure to 
provide for old age. 

In the general election of 1895 the Liberal party failed to put forth 
a program that would appeal to those who wanted government to 
show greater concern for social legislation. The tendency of Liberals 
to espouse constitutional reform and their shyness on social questions 
were factors in their defeat at the hands of the Conservatives, who, 
though they made no absolute promises as a party, led many voters to 
believe that they might expect a program of “social amelioration” in 
case of a Conservative victory. The party went as far as it could to 
capitalize on the desire for old-age pensions among the poor without 
promising specific legislation.”* 

In 1896 the Salisbury government appointed a treasury committee 
on pensions, which was to report on any schemes that might be 
presented to it for encouraging the working population to make 
provision for old age—a frame of reference that ruled out the con- 
sideration of proposals based entirely on grants by government. The 
scheme that seemed to the committee to be least open to objection was 
one for giving pensions to all who could prove the possession at sixty- 


13 Parl. Pap., 1895, XIV, cd. 7684, Ixxxiii-lxxxvii; Parl. Pap., 1907, LXVIII, cd. 3618, 5-6. 

14 Times, June 27, 1895, p. 10, col. b; July 2, 1895, p. 5, col. f; The General Election, July 
1895—The Addresses of every Candidate as sent out to the various Constituencies. Section I. 
The County of London (London: Romeike and Curtice, 1895); Facts for Electors—A Hand- 
book for Unionist Committee Men ... (Edinburgh, 1895) charged the Liberals with trying 
to carry out revolutionary changes in the constitution while leaving social evils untouched. 
“The Unionists propose to use the machinery of the state as it exists for practical measures of 
social reform.” It recommended that the state spend money to assist young men to make 
provision for old age. For arguments whether ironclad promises had been made by the 
Conservatives in the election of 1895, see The Unionist Record, 1895-1905 (Westminster, 
n.d.), p. 482, and The Liberal Magazine, VI (December 1898), 543. 








236 Ronald V. Sires 


five years of an assured income of not less than two shillings and six 
pence and not more than five shillings a week, derived from real estate, 
leasehold property, annuities, and so forth, the pension to be on a 
sliding scale to bring the total income to not more than five shillings 
a week. People who needed relief in an asylum, workhouse, or infirmary 
would not be eligible and the money would be payable from local rates 
supported by repayments from the national treasury. But the com- 
mittee saw objections to this scheme as well, inasmuch as it would 
throw on all the “industrial classes” some of the burden of providing 
pensions for a certain number of them, and would discourage the 
poor from the exercise of enough thrift to gain an income of more than 
five shillings a week at the age of sixty-five. It finally concluded that 
none of the schemes submitted would attain the objects which the 
government had in view and it was unable to devise one that would 
be free from grave inherent disadvantages.”® 

In 1899, because of the desire of many members of the House of 
Commons to do something definite on the subject of pensions, the 
government agreed to the appointment of a select committee to in- 
vestigate the subject again and to inquire whether any of the pension 
bills then before Parliament might with advantage be adopted. The 
committee finally decided that it would be practicable to create a 
system of pensions for persons over sixty-five years of age who could 
meet certain rigid requirements. A prospective recipient would have 
to prove, for instance, that in the preceding twenty years he had not 
been sentenced to imprisonment without option of paying a fine, and 
that in the same period he had not received poor relief except in wholly 
unusual circumstances. He would, in addition, have to show that he 
had tried to the best of his ability to take care of himself and his 
dependents—a provision that meant an extensive investigation of his 
moral qualities by the local pension authority.*® A further investigation 
was carried on by a committee of the Local Government Board to 
determine the approximate cost of a scheme of pensions for the aged. 
Its findings became useful at a later time, when pensions came to be 
more definitely within the realm of practical politics.” 

The problem of old-age pensions had been more than adequately 
investigated. What was needed for the introduction and passage of a 





15 This body is generally referred to as the Rothschild committee.—Parl. Pap., 1898, XLV, 
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bill was either a greater desire for it on the part of the government or 
an organized public opinion so powerful that no government would 
dare to ignore it. Neither existed as the century drew to a close. The 
difficulties involved in fashioning a scheme that would be satisfactory 
to all the interests involved as well as the financial burdens that would 
ensue forced the government to proceed with a slowness that was 
exasperating not only to the active proponents of old-age pensions 
outside of Parliament but to many Conservative members of the House 
of Commons as well.*® The crisis of the Boer War made it politically 
and financially impossible to do anything further. 

During the last part of the nineteenth and the early part of the 
twentieth centuries friendly societies were undergoing certain changes 
that caused considerable concern to thoughtful members. There was 
a slowing down of the rate of growth in some societies, owing partly 
to secessions from membership and partly to the failure of young men 
to join. Friendly societies were generally suffering from increases in 
demands for sick pay from members, particularly the aged. An inves- 
tigation of the sickness and mortality experience of the Manchester 
Unity showed that between 1893 and 1897 the average amount of sick- 
ness among those of forty-five to sixty-five exceeded that of 1866-1870 
by twenty-six per cent, while among those over sixty-five it was forty- 
two per cent greater in the latter period. The same investigation showed 
a great decline in the death rates among members under forty-five years 
of age and an important decline among members between forty-five and 
sixty-five, which meant that the percentage of members above sixty- 
five was growing and would continue to grow. An increasing number 
of requests for sickness benefits from members generally and from 
older members in particular was having an unfortunate effect upon 
the financial position of large numbers of friendly societies, which had 
sold policies before the newer developments had become clear to them. 
Many of the requests for sickness benefits were actually the evidence 
of old age and disability rather than of illness as such, and many local 


18In 1898, Mr. Lionel Holland, Conservative member for Bow and Bromley (East London), 
in a published letter, took the government to task for its failure to promote pension legislation. 
He pointed out that the royal commission that had reported in 1895 had provided any 
government with adequate information on the problem of pensions; the treasury committee 
appointed by the Conservative government in 1896 did not see fit to ask the government 
to enlarge the scope of its inquiry and had wasted two years in its deliberation. “It remains 
for the Cabinet to show,” he concluded, “‘that they are not content to falsify the expectations 
they aroused at the general election, that they realize that the occasion for trifling has gone 
by and possess not only the ‘heart to resolve’ but a ‘head to contrive’ and a ‘hand to execute.’ "— 
Times, July 11, 1898, p. 10, col. c. 
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lodges were either unable or unwilling to hold closely to the rule that 
sick pay should be granted only on the basis of a professional diagnosis 
of a specific illness. Old-age pensions were creeping into the friendly 
societies by the back door.”” Under these circumstances it is not surpris- 
ing to find that the actuarial position of many friendly societies was 
not good. A Parliamentary report showed that at the close of 1889 
the reports of 11,866 in a total of 14,988 societies sending in statements 
showed a large net deficiency. Even large societies such as the Man- 
chester Unity and the Foresters were having a similar experience.” 
What were friendly societies to do in order to deal with the situation? 
A large increase in membership would help for the time being but 
not for the long view; new members might be induced or required to 
purchase annuities for old age; rates for all policies might be changed 
to take account of the new conditions; or an appeal might be made to 
Parliament for legislation to provide state aid and encouragement for 
the work of the friendly societies. 

There was, indeed, a great amount of discussion about the means 
by which these unfavorable conditions in the friendly societies might 
be remedied, and the issue that created the most bitter feeling was 
whether or not to accept state aid in some form. This struggle between 
the “state-aiders” and the “anti-state-aiders” may be seen in the history 
of the Manchester Unity. The speech of the grand master at'the annual 
meeting of the order at Salisbury in 1891 showed the fear of state en- 
croachment on the work of the friendly societies. “We resent State 
interference in our affairs. We feel that this would incessantly be a 
result of any State subsidy.” A resolution in this sense was passed 
unanimously. Four years later at Swansea a resolution was proposed in © 
favor of state provision of pensions for aged persons who were destitute 
because of physical incapacity for work. After a long and acrimonious 
discussion the proposition was lost by a decisive vote. During the en- 
suing year the “state-aiders” carried on an intensive propaganda, and at 
the annual meeting at Bristol in 1896 a number of proposals in favor of 
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old-age pensions were presented. They were all finally withdrawn 
for one that said, 


That any well-considered and suitable scheme propounded by the legislature for 
the relief of the aged and infirm, benefiting our unfortunate brethren, will re- 
ceive the cordial support of the Manchester Unity, provided that the pension 
is independent of the Poor Law and does not create any power of Government 
interference in the general management of the affairs of the Unity. 


The resolution was finally passed by the unimpressive vote of 290 
to 244. There had thus been a shift of opinion within the order in 
favor of old-age pensions, yet the last vote shows that a large percentage 
of the delegates were still opposed even to a very restricted pensions 
program. Opinion within the Manchester Unity was too evenly divided 
to permit it to become the leader in a strong movement for old-age 
pensions. The Foresters refused to go as far as did the Manchester 
Unity, preferring to solve their problems without any encouragement 
or interference from government.” 

Other friendly societies were more favorable to the adoption of a 
national system of old-age pensions that would support the work of 
friendly societies. At its annual meeting in 1901 the Hearts of Oak 
Benefit Society passed a resolution that the state should provide a pen- 
sion of not less than five shillings a week for every person of sixty-five 
years of age who had been a member of a thrift society for at least 
twenty years.” A special conference of friendly society officials held 
at the end of September 1901 named a committee to formulate an ac- 
ceptable scheme. A draft report was placed before an adjourned meet- 
ing in the following February, and the way was thus prepared for 
placing the subject of pensions before the regular meeting of the 
National Conference of Friendly Societies in March. Despite some op- 
position, the National Conference passed a resolution along the lines of 
the Hearts of Oak resolution of 1901 and named a committee to prepare 
a proposal for legislation. The work of the committee was not completed 
until toward the close of the year, with the result that the individual 
societies could not study it and react to it before the meeting of the 
National Conference in March 1903. A special session of the Con- 
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ference was therefore held in October, at which time approval was 
given to the plan formulated by the committee. Thus, the friendly 
society movement, despite the opposition of some societies, had given 
its approval to a kind of pension legislation that would care for those 
aged persons who were “worthy” and who had shown their good 
intentions by continued membership in thrift societies.” 

The idea of a system of old-age pensions sponsored by government 
was at first received with great caution in the trade-union movement. 
The reports of the Trade Union Congress in the 1880’s are practically 
silent on the subject. The presidential address at the Congress of 1891 
reflected a skeptical attitude toward the use of governmental power as 
an instrument of reform. The president admitted that his own leaning 
was toward “self-help” and “associated effort” but added that trade 
unions were “acting honourably in using every legitimate weapon . . . 
for the improvement of the conditions of labour.” ** Comments of the 
president at the Trade Union Congress of 1892 show a similarly cautious 
attitude. “Much has been heard recently of old-age pensions. There is a 
catchy sound about it, meant probably to snare the unwary. It seems 
essential before adopting such a system that we should utilize the agents 
that presently exist.” A resolution was passed that any bill to deal with 
old-age pensions “will not be satisfactory unless the superannuation 
funds of unions are so dealt with as to receive a proportionate amount 
of subsidy from Parliament.” The resolution reveals an attitude toward 
pensions that is hardly distinguishable from that generally entertained 
among those friendly society members who believed in any such legisla- 
tion at all.” 

The Trade Union Congress of 1894 adopted a waiting attitude toward 
the subject of pensions because the Royal Commission appointed by the 
Liberal Government had not yet made its report, but in 1896 there is 
evidence of a shift of opinion toward an inclusive pension program. 
A resolution in favor of pensions for municipal employees only was 
so amended as to instruct the trade-union Parliamentary Committee to 
work toward old-age pensions for all workers.”® Under the leadership 
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c; May 21, 1903, p. 3, col. f, and October 15, 1903, p. 5, col. f; Parl. Deb., 4 ser., CV, March 19, 
1902, col. 468. For opposition by the Manchester Unity and the Foresters, see Times, June 5, 
1903, p. 4, col. d, and August 5, 1903, p. 5, col. d. 

24 Trades Union Congress, 24th Annual Report (1891), pp. 32-36. (To be cited hereafter 
as T.U.C.) 

25 T.U.C., 1892, pp. 29, 71. 
26 Ibid., 1894, p. 24; 1896, p. 50. 
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of W. C. Steadman, of the Barge Workers’ Union, resolutions of suc- 
ceeding years became more and more specific. By 1900 the Trade Union 
Congress was fully committed to the following statements: pensions 
must be granted as a civic right to all persons over sixty years of age; 
pensions must be free from the stigma of pauperism and must in no 
way be related to the past thrift practices of the recipient; they must 
not be in the nature of subsidies to friendly societies and similar organi- 
zations. In his speech in support of the resolution of 1900, Steadman 
showed impatience at the failure of the Salisbury government to do 
anything positive about pensions since 1895 and contended that a 
government that was spending large sums of money in a foreign war 
could introduce pensions if it only had the will to do so.” 

At the Trade Union Congress of 1901 an important step was taken 
to engage the support of other organizations in the demand for old-age 
pensions. At the instance of Steadman a resolution was passed for the 
convening of a national conference of representatives of trade-unions, 
co-operative societies, friendly societies, and other interested organiza- 
tions to formulate a practicable scheme. Invitations were sent out and 
the conference met in London in January 1902. The friendly society 
movement as such did not send delegates for the ostensible reason that 
the officers did not have time to consult their members, though we 
may well recall the increasing divergence between trade-union and 
friendly society views on old-age pensions. The two-day conference thus 
became representative of trade-union and co-operative society opinion. 
It passed a strong and comprehensive resolution that any acceptable 
pension scheme must be noncontributory, universal in application, and 
free from the taint of pauperism and from inquiries into the character 
of the recipient. Pensions of at least five shillings a week should be paid 
to persons over sixty from funds raised by national taxation. The 
Parliamentary Committee of the Trade Union Congress and the 
Cooperative Congress were requested to take the necessary steps to 
bring the resolution to the attention of the government and to promote 
old-age pension legislation in Parliament.” 

The co-operative movement had already gone through a development 
of opinion on old-age pensions that was similar to that experienced by 
the trade-union movement. In 1893 the Cooperative Congress passed a 


27 Ibid., 1897, p. 52; 1899, p. 82; 1900, pp. 71-73. 

28 Report of the Old Age Pensions Conference held 1n Memorial Hall ... London on... 
14th and 15th January, 1902 (London, 1902); testimony of W. C. Steadman, Parl. Pap., 1903, 
V, no. 276, qq. 491-512. 
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resolution calling upon the executive board to prepare a scheme for 
pensions to employees of co-operative societies. No progress was made 
at first, but in 1897 it was decided to canvass opinion in the various 
districts. Opposition developed to the payment of pensions to employees 
out of the funds of the societies, with the result that the next Congress 
ordered its executive board to consider “all phases of the superannuation 
question.” Sectional conferences on the subject revealed a desire among 
members to formulate a scheme that would go beyond the limits of the 
co-operative movement. The result was that the Cooperative Congress 
of 1901 passed a resolution declaring the “urgent necessity of Parliament 
providing an old-age pension for every citizen, male and female.” The 
executive board of the Cooperative Union agreed to join with the trade- 
union movement in calling the national conference on old-age pensions 
referred to above. The co-operative movement thus committed itself 
unreservedly to a scheme of pensions that would be noncontributory and 
universal, and free from inquiries as to the worthiness of the recipient.” 

A further support for the pension movement had come in 1898-1899 
in the formation of the National Committee of Organized Labour for 
Promoting Old Age Pensions. It had its immediate origins in a series 
of conferences of F. Herbert Stead and Charles Booth in 1898. These 
led to the formation of a promotional committee of which Frederick 
Rogers, already convinced of the correctness of Booth’s proposals, be- 
came organizing secretary in 1899. The committee promoted the pay- 
ment of a pension as a civic right to any male or female of a specified 
age who possessed certain residence requirements and who was not an 
imbecile or a criminal. A vigorous campaign was carried on in all parts 
of Great Britain: joint conferences of trade and labor councils were held 
and resolutions passed, pamphlets and leaflets were distributed, letters 
were sent to members of Parliament, and numerous communications 
were sent to newspapers in support of old-age pensions. An agitation 
was carried on against all pension schemes that were so constructed as 
to give financial support to the funds of the friendly societies. About a 
third of the monetary contributions to the committee came from labor 
organizations and the rest from private subscribers, including Charles 
Booth and George and Edward Cadbury.*° 





29 Reports of the Cooperative Congress, 1897 to 1901, passin.; testimony of Jesse Clement 
Gray, general secretary of the Cooperative Union, Parl. Pap., 1903, V, no. 276, qq. 737-801. 

30 National Committee of Organized Labour for Promoting Old Age Pensions for All, First 
Annual Report and Balance Sheet (1899-1900), pp. 5-6 (to be hereafter cited as N.C.O.L.); 
Frederick Rogers, Labour, Life and Literature—some Memories of Sixty Years (London: Smith, 
Elder and Co., 1912), pp. 203-27, 257-68; N.C.O.L., 1901-2, p. 23; 1907-8, p. 24; Times, 
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The response from the world of labor and from the aged was natu- 
rally heartening, but that from members of Parliament was often cold 
and discouraging. After having sent to every member of the House 
of Commons a report of the activities of the committee, the chairman 
neatly characterized the replies in the following manner: 


(a) “of vague sympathy there was enough to spare.” 

(b) “of sitting on the fence, not a little.” 

(c) “of clear understanding of the conditions of the problem— 

some.” ** 
One should not make the mistake of assuming that Liberal members 
were more likely than Conservatives to favor some sort of pension 
legislation. During the Boer War the government was unable to assume 
the burden of passing significant reform legislation and after the war 
it was thought that the Exchequer was not in a position to assume 
added burdens. As the Conservative party became more and more 
divided on the subject of tariffs and imperial preference, its ability to 
marshal its forces for the passage of important social legislation became 
progressively reduced. The secretary of the National Committee of 
Organized Labour admitted that a large number of younger Conserva- 
tives understood the problem of pensions, and added that “between 
the older Liberals and Conservatives there is little essential difference: 
What difference there is is one of terms.” *” The writer of the report 
of the West Scotland committee was discouraged at the refusal of the 
Balfour government to take action on old-age pensions, but admitted 
his disappointment that Sir Henry Campbell-Bannerman, the prospec- 
tive prime minister, had put the committee off “with nebulous senti- 
mentalities.” * 

A considerable number of members of the House of Commons did 
not, however, intend to forget about pension legislation. Each session 
saw a number of new bills, some of them following the preferences of 
the friendly societies and others representing the wishes of organized 
labor. One got as far as the second reading in 1903, but the matter was 
again turned over to a select committee. The government gave a very 
restrained praise to the idea of pensions, but emphasized the difficulties 


Jan. 20, 1903, p. 12, col. f; Why we should not subsidize Friendly Societies to get Old-Age 
Pensions (leaflet of N.C.O.L., in British Museum). 

31 N.C.O.L., 1900-1, p. IT. 

32 Tbid. 

33 N.C.O.L., 1904-5, pp. 13-15. 
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involved in writing satisfactory legislation and pleaded inability to 
find the necessary money.** Trade-unions, the Cooperative Union, and 
the National Committee of Organized Labour continued their work 
but felt that they were laboring under insuperable odds. By 1905 it was 
obvious that the Balfour government could not last much longer. While 
there was a willingness among some members of the Conservative 
party to deal with crucial social problems, the party and the government 
lacked the cohesion necessary for significant legislation. Whatever 
might have been the result in other circumstances, the Balfour govern- 
ment had inspired no enthusiasm in the laboring classes or among 
middle-class elements that wanted a concerted attack on economic and 
social problems. It was perfectly natural for large numbers of people 
to look to the Liberal party for the passage of ameliorative legislation, 
inasmuch as the Conservatives since 1895 had accomplished so little. 
The Liberals were thus presented with an opportunity for meeting 
the wishes of those who felt that for ten years they had been ruled 
by a government that was indifferent to their interests. Labor organi- 
zations made clear to candidates in the election of January 1906 what 
kinds of legislation they desired, and old-age pension legislation was 
an important item in the lists they presented. The Liberal party con- 
centrated its energies on such matters as the maintenance of free trade, 
the need for financial retrenchment, the problem of the Chinese coolies 
in South Africa, and the necessity for amending trade-union law and 
the education and licensing acts. While some of its members were 
aware of the need for an adaptation of traditional Liberal individualism 
to the needs of those who had not prospered under it, the principal 
interests of the party were political and fiscal, except for the concern 
over trade-union law, education, and the liquor trade. Liberal leaders 
could truly say that they came to power completely unpledged as a party 
on the subject of pensions for the aged.* 


34 The report of the select committee is in Parl. Pap., 1903, Vol. V, no. 276. See the speech 
of Walter Long on the complexities and financial difficulties of the problem, Parl. Deb., 4th 
ser., Vol. CXXII, May 22, 1903, cols. 1564-70. Chamberlain insisted that pensions were not 
a dead issue, but that finding the necessary money would “involve a review of the fiscal 
system which I have indicated as necessary and desirable at an early date.” —Ibid., cols. 1549-63. 

35 Reports of political speeches, Times, December 1905 and January 1906, passim. For a 
cross-section of thinking among Liberal leaders, see The Liberal View—a Series of Articles 
on Current Politics by Members of the ’80 Club—With a preface by Rt. Hon. Earl Spencer 
(London: P. S. King and Son, 1904), in which “social reform” was allotted five pages in a 
total of 161. A fuller recognition of the importance of social problems may be found in 
Herbert Samuel, Liberalism—an Attempt to state the Principles and Proposals of Contemporary 
Liberalism in England (London: Grant Richards, 1902), and Brougham Villiers, The Op- 
portunity of Liberalism (London: T. Fisher Unwin, 1904). Note the letter of James Gairdner 
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On February 15, 1906, a deputation from the Parliamentary Com- 
mittee of the Trade Union Congress was received by Campbell-Banner- 
man and Asquith. It presented the latest resolution of the Trade Union 
Congress on old-age pensions and went to considerable length to 
explain why legislation on the subject should be passed. Campbell- 
Bannerman and Asquith admitted the validity of the case presented 
but made it clear that they had to ask themselves where the money 
was to come from. The government would not propose pension legisla- 
tion until the money was at hand or there was a reasonable expectation 
of getting it. It was clear that the government considered a sound finan- 
cial position to be a prerequisite to any social legislation that might 
make unusual demands on the budget.** In the light of this stand it 
is not surprising that the King’s speech made no reference to old-age 
pensions. The disappointment of the promoters of pension legislation 
was expressed in a resolution proposed in the House of Commons, 
“That a measure is urgently needed in order that out of the funds 
provided by taxation provision can be made for the payment of a 
pension to all the aged subjects of His Majesty in the United Kingdom.” 
Asquith made it clear that he raised no objections to the resolution but 
reiterated his former statement to the labor delegation—the first prob- 
lem of the government was to find the money. The proponents of 
pension legislation felt that they had been let down and realized the 
necessity for continued pressure on the government.’ In November 
1906, a deputation of about 150 members of the House of Commons 
was received by Campbell-Bannerman and Asquith, who again agreed 
with the arguments presented.** The subject of pensions was again 
omitted from the King’s speech at the opening of the session of 1907, 
but Asquith let it be known that some two and a quarter million 
pounds were earmarked for an eventual pension program.” Propaganda 
was continued and shortly before the opening of the 1908 session of 


to the Times, January 24, 1906, in which he said that the election of 1906 was the most 
conservative election ever seen, inasmuch as the Liberals were not elected to do anything 
in particular but to keep something from being done; Campbell-Bannerman was “‘bound to 
no particular programme. He has now got the ‘clean slate’ that Lord Rosebery wished for; 
and we want to see what he is going to write upon it.” See also the circular issued by the 
National Liberal Federation, printed in the Times, October 16, 1905, p. 10, col. a, in which 
old-age pensions are not mentioned and no promises on social legislation are given—unless 
one wishes to place the education and licensing acts in this category. 

36 T.U.C., 1906, pp. 85-89. 

37 Parl. Deb., 4th ser., Vol. CLIII, March 14, 1906, cols. 1330-64. 

38 N.C.O.L., 1906-7, p. 8. 

39 [bid., pp. 10-12; Labour Party, Eighth Annual Conference, Hull, 1908, Report and 
Balance Sheet, pp. 37-42. 
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Parliament the National Council of Labour sent a letter to all members 
of Parliament to remind them of the demand for legislation. The Trade 
Union Congress of 1907 passed a stronger resolution on pensions than 
it had ever passed before. The Parliamentary Committee of the Trade 
Union Congress went into action and arranged a series of eight meetings 
in key cities in co-operation with local trades councils and the Labour 
Party.*° At the beginning of the year 1908 it was confidently expected 
that the Liberal Government would at least make a beginning with 
old-age pension legislation, and the King’s speech of January 29th did, 
indeed, contain the information that the Government intended to 
introduce a pension bill in the coming session of Parliament. 

It seems fitting to look back over the long struggle to induce the 
government of England to adopt old-age pensions as a part of its 
legislative program. What actuated the government finally to introduce 
a bill and why was the decision made in 1908 rather than at some 
other time? 

The discussions about pensions from the Blackley proposals of 1878 
to the year 1908 represent a struggle between two views about the prob- 
lem of old age; the one insisting that each person should, during his 
productive years, lay aside enough to provide for himself and his 
dependents when he would eventually be unable to work; the other 
insisting that since a combination of inadequate wages, irregular em- 
ployment, and unavoidable illness made it impossible so to provide, it 
was incumbent on the government to grant at least a small pension to 
the aged. The first idea is an aspect of the individualistic philosophy 
of the nineteenth century; the second reflects the older belief that 
government has at least some responsibility for the welfare of its citizens 
but at the same time is a response of many citizens to the problems 
forced on states by modern industrial conditions. While the former 
view received what amounted to an official acceptance during a consider- 
able part of the nineteenth century, the second had never died out 
and was applied in a number of cases, such as the factory acts and the 
Mines Act of 1842. It was now strengthened by studies of actual condi- 
tions in cities made by Booth, Rowntree, and others—if the picture they 
drew was a correct one, then it remained to decide what ought to be 
done about them. If the plight of the aged was their own fault—if it 
arose from a moral failure to provide and to plan—then perhaps noth- 
ing should be done by government and the poor ought to be taught by 
proper charitable procedures how they might meet their problems more 
40 N.C.O.L., 1906-7, pp. 12-14; T.U.C., 1907, pp. 181-82, and 1908, p. 57. 
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successfully; if it was due to forces beyond their control and was not 
being adequately dealt with by trade-unions and friendly societies, or 
by charitable organizations, there might be a reasonable presumption 
in favor of governmental action. The decision made by each person 
would be determined by the extent of his acceptance of the doctrines of 
individualism, or, on the other hand, of the belief that government 
had at least a residual obligation to give aid in those cases where the 
resources of the individual were clearly unequal to the situation. The 
decision to grant pensions represented a moderate victory of the second 
view, but did not necessarily mean that the whole doctrine of individual- 
ism would have to be given up. Socialists, of course, would look on 
old-age pensions as part of a more inclusive attack on economic and 
social problems. 

These considerations may help to explain why the movement for 
old-age pensions developed among middle-class people rather than 
among the poor and in labor organizations. From the former came an 
impressive number of persons who either studied economic conditions 
directly or kept themselves informed about them. They had an ability 
to visualize the lives of the poor—in this case the aged poor—and to 
consider means of dealing with their condition. The poor, on the other 
hand, were too concerned with their immediate problems to rise to the 
level of formulating proposals for their own release. The relative slow- 
ness with which friendly societies, trade-unions, and co-operative so- 
cieties become interested in a government-sponsored program of pen- 
sions may be explained by the fact that they had already developed 
traditions and methods of self-help without the aid of government— 
the friendly societies being the least willing to accept the change because 
they had created an extensive system of health insurance and believed 
that they could eventually handle the increasingly difficult problems 
of their aged members. The change of opinion within the trade-union 
and co-operative movements was for all practical purposes complete by 
the beginning of the twentieth century, and for reasons similar to those 
that actuated middle-class reformers—large numbers of persons in a 
competitive society could not provide for old age; their services to 
industry and commerce (which were considered to be services to the 
state) entitled them as a matter of civic right to a moderate pension if 
they had less than a minimum income on reaching a specified age. 

With a large number of middle-class people convinced of the neces- 
sity of old-age pensions, with the trade-union and co-operative move- 
ments openly demanding them, why did the government wait so long 
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before taking action? It hardly needs to be said that political leaders 
during the period under consideration were not men whose principal 
aim was the moral and economic improvement of society by the agency 
of government. Without considering the personal views of members of 
the Liberal government from 1905-1906 onward, it may be said that 
legislation for old-age pensions would be passed only if a number of 
conditions existed: there must be a general recognition of the need for 
it or an overwhelming demand for it; the financial means must be 
available immediately or in the very near future; the position of the 
government in the House of Commons must be secure, or, if there 
were signs of weakening, that position might be improved by the 
passage of legislation; and the international situation must not be 
forbidding. Before the outbreak of war in 1899 an overwhelming de- 
mand for old-age pensions had not developed. From 1902 to 1905, 
opinion in favor of pensions was crystallizing and numerous bills were 
being presented in Parliament. But the Balfour government was 
divided over the tariff issue and insisted that the costs of the Boer War 
made it impossible to take on added burdens. The Liberal government 
came to power fully unpledged on the subject and had to fit its legisla- 
tive program to the fiscal situation and to its capacity to raise revenue 
within a framework of free trade, subject always to its evaluation of 
the amount of public pressure for reform. By 1907-1908 the patience of 
proponents of pensions had about reached its limit and further post- 
ponement might not only alienate well-wishers in the world of labor, 
but also might exasperate the Radical elements in the party who wanted 
a more forward policy. By 1908 the auguries were as good as could be 
expected: there was a general recognition of the need for pensions 
within all political parties, while the Trade Union Congress, the Na- 
tional Council of Labour, and similar organizations were keeping up 
an almost continuous propaganda; the financial means were either in 
hand or could be gotten; further delay might weaken the political 
position of the government; and the international situation was not 
bad enough to interdict further important legislation. The time had 
therefore arrived when an old-age pensions bill should be introduced. 

On May 7, 1908, as Prime Minister, Asquith presented the budget 
and included in his speech a general outline of the government’s pen- 
sion proposals. A contributory system was ruled out if for no other 
reason than that it would take too many years for the benefits to begin 
to accrue. Universal pensions on the Booth plan could not be paid 
because of the prohibitive cost. A beginning would be made at the 
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rate of five shillings per week for persons seventy years of age or more 
whose income from all sources was not above ten shillings per week. 
Those who were currently receiving poor-law relief or who within 
five years preceding their application had been convicted of a serious 
crime or certain specified offenses (such as habitual vagrancy) were 
to be ineligible. The annual cost of such a system was estimated at 
something less than £6 million. The Labour members in Parliament 
were happy that a definite program had been presented, but objected 
to the age limit of seventy years, and expressed the fear that the legis- 
lation ultimately passed would permit an unwise discrimination as to 
questions of character and employment. They opposed the provision 
that persons currently on poor relief would not be eligible.** 

The House of Commons debate on the government’s pension bill 
shows that the overwhelming majority were in favor of granting some 
sort of pension to the aged, although there was some evidence of the 
desire to make the system contributory. Asquith’s speech on the second 
reading of the bill was an able explanation and defense and followed 
the lines laid down in his previous statements on the subject. He 
recognized frankly that the bill was only a beginning and must be 
viewed as but one step toward the solution not only of the problems 
of old age but of related problems as well. 


“There is no Parliamentary shortcut to the millennium,” he said, “but are we, 
because of the difficulties and because of the complexities of the task, to sit still, 
with dumb lips and folded arms and bewildered brains and palsied energies, 
while this great procession of the poor and necessitous and unbefriended linger 
out the last days of lives the strenuous years of which have been given to the 
service of industry and the State? We say not, but to take the first steps towards 
the accomplishment of this great and beneficent work.” 4? 


Balfour seemed to have difficulty in finding anything important to say 
about the bill. He attempted to explain why the Conservative govern- 
ment had not passed pension legislation in its ten years of power, and 
suggested that the pension bill merely skirted the social problem—what 
about people under seventy who were having difficulty in coping with 


41 Parl. Deb., 4th ser., Vol. CLXXXVIII, May 7, 1908, cols. 445-80; T.U.C., 1908, pp. 
60-62, 192-94. 

42 Parl. Deb., 4th ser., Vol. CXC, June 16, 1908, cols. 823-32. On the day of the introduc- 
tion of the budget, Austen Chamberlain said that he doubted whether there were half a 
dozen persons in the House who were opposed to a system of pension legislation on principle; 
he recognized that public opinion had reached the point where the question had to be dealt 
with in one way or another.—Idid., Vol. CLXXXVIII, May 7, 1908, cols. 480-84. 





~ 


ee 


sses 


cht tcie Satiieacamstoaieneliuia pei constant 
“""" "7s" =e 225 ee mere as 86 $5 EES 


= 


= = 


250 Ronald V. Sires 


the hardships of the economic world? Perhaps the contributory system 
could be used in dealing with them. He was, in effect, giving sugges- 
tions to the Liberals for future reform legislation.** Philip Snowden 
elaborated the point of view of Labour members on the pension bill. 
Pensions were but one part of a larger problem—the distribution of 
wealth, and the question of social reform was one of “making the rich 
poorer and the poor richer.” The Liberals were foolish to talk about 
the difficulty of getting money for social reform when fur coats for 
pet dogs were selling at five guineas each at Burlington Arcade—the 
money was staring them in the face. While the bill sponsored by the 
Liberals was a paltry measure and would have no appreciable effect 
on the distribution of wealth, he would vote for it and use it as a 
lever for extracting more.* 

An unsuccessful attempt was made by a Liberal member to hinder 
proceedings on the bill by an amendment directed against the non- 
contributory aspects as well as against its provisions for the selection of 
the recipients of pensions; the amendment was voted down by the 
overwhelming vote of 417 to 29. A direct attack on the bill was made 
by Sir Henry Craik, who objected to it not because of its cost but 
because it “struck at our national character; ... it would endanger 
and sap the foundations of our political fibre and lead to parties bidding 
against each other in a sort of Dutch auction.” He would not object, 
however, to combining old-age and disability pensions into one grand 
contributory scheme. A feeble attempt was made to hold up the passage 
of the bill on third reading, the “die-hards” mustering a total of ten 
votes for the motion.” 

There was some opposition in the House of Lords but it never be- 
came serious. A petition from some 2,000 bankers, merchants, chairmen 
of railway companies, and members of Lloyd’s was presented to request 
that further consideration of the pension bill be postponed until the 
report of the Poor Law Commission had been made, but a resolution 
to that effect received only sixteen votes.*° The Archbishop of Canter- 
bury favored passage in order that the community might be enabled to 
discharge the duty which it had accepted for its elderly members, and 
expressed the hope that friendly societies might not be daunted by the 





43 Ibid., Vol. CLXXXIX, June 16, 1908, cols. 813-22. 

44 Ibid., May 25, 1908, cols. 824-30, and Vol. CLXLII, July 9, 1908, cols. 148-58. 

45 Ibid., Vol. CLXL, June 15, 1908, cols. 596ff, 761-67; Vol. CLXLII, July 9, cols. 201-4. 
The vote on the motion to postpone was 10 to 315. Balfour, Bonar Law, and Austen Chamber- 
lain did not take part in the division. 

46 [bid., Vol. CLXLII, House of Lords, July 20, 1908, cols. 1330-31, 1346, 1432. 
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provisions of the bill.*” The speech of Viscount St. Aldwyn (formerly 
Sir Michael Hicks-Beach) gives an interesting picture of a man nur- 
tured in the old tradition of individualism trying painfully to orient 
himself to new ideals of legislation. He commented on the days when 
stern individualists and economists objected to the grant of pensions by 
employers to their employees, whereas in more recent times the claim 
was made that a veteran of industry had a right to a reward from the 
state in his old age. 


He is to have a right to a pension whatever his character, whatever his means, 
simply because he has performed what had hitherto been considered the ordinary 
duty of any citizen, namely, that not being possessed of sufficient private means 
for his own maintenance he has condescended to work for the benefit of his 
family and himself. 


Despite his objections, he did not want the House of Lords to take 
upon itself the onus of opposing a measure that had been passed almost 
unanimously by the other House.** A similar nostalgic vein may be 
found in the comments of the Earl of Rosebery. In times past families 
took pride in caring for their aged members and refused to surrender 
to the state. 


That time is passed, and I think we may say that, under the provisions of 
this Bill, it is never likely to return . . . I will not touch on the Socialistic effect 
of the Bill. It is, of course, Socialism pure and simple. Do not let us blind our 
eyes to that, even for a moment. 


He feared that the bill would also strike at the very foundations of the 
Empire. “The first responsibility of every country and every nation is 
national defence.” Since the government had admitted that the navy 
would have to be increased and the army could not be decreased, 
“Surely the moment is ill-chosen for undertaking this vague experi- 
ment, so prodigal of expenditure.” Rosebery wanted some assurance 
from the government that “... we are not dealing a blow at the 
Empire which may be almost mortal and that we are not embarrassing 
and encumbering our finances to a degree of which no man living, 
however young he may be, will see the limit or the end.” Yet despite all 
of these considerations Rosebery recognized that it would be quite 


47 Ibid., cols. 1360-69. 
48 [bid., cols. 1369-78. 
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futile to postpone consideration of a bill that had been passed by one 
of the strongest governments in modern times.” 

With the royal assent to the act on August 1, there was placed on the 
statute book a law which, though limited in scope and experimental 
in nature, was of great importance because it was an admission that 
the state bore a definite responsibility for the economic condition of a 
large number of citizens who for various reasons were not able to 
make full provision for their needs. Under the act, pensions were to be 
paid to persons who had reached the age of seventy, provided they had 
been British citizens for twenty years and did not possess an income 
from all sources of more than £31/i0 a year. There were to be certain 
disqualifications for the receipt of a pension—habitual failure of the 
person to provide for himself and dependents according to his ability; °° 
detention in an insane asylum; conviction for a crime or for an offense 
without the option of paying a fine; and the receipt of ordinary poor- 
law relief at any time between January 1, 1908 and December 31, 1910. 
Pensions were to be paid according to a graduated scale, so that a 
person receiving an annual income of not more than £21 would be 
paid five shillings a week and those receiving more than £31/10 would 
get no pension at all.°* The administration of the act was to be carried 
on by a combination of local and central agencies. Pension authorities 
were to be created by local governments and a sufficient number of 
pension officers were to be appointed by the Treasury. The Local 
Government Board was to function as the central pension authority.” 

Despite the fact that the law of 1908 provided for exceedingly small 
pensions with numerous disqualifications, it was a statute of the 
greatest importance. It was tripartisan in a very definite sense, and 
thus, within the framework of representative government, was an act 
of the whole nation on behalf of the aged. There was no serious reason 
to believe that a change of government would result in repeal or in 
a lowering of payments. The passage of the act implied that the state 





49 Tbid., cols. 1379-89. 

50 A proviso was included whereby continuous payments for ten years up to the age of 
sixty years to a recognized thrift society (friendly society, trade union, etc.) would be con- 
sidered as satisfactory evidence of having made provision for oneself and dependents and 
would protect the wife of the person from disqualification under the relevant provision. 

51 Computation will show that qualified persons with income from {21 to £31/10 per 
annum from nonpension sources would enjoy total incomes of between twelve and thirteen 
shillings a week from both sources. A qualified person receiving a nonpension income of 
£13 (five shillings a week) would have an income of ten shillings from both sources. 

52 8 Edward VII, c. 40; C. A. Montague Barlow and G. L. Gomme, The Old Age Pensions 
Act, 1908 (London: Eyre and Spottiswoode, 1908). Clause 11 provided the necessary verbal 
changes for administration of the act in Ireland and Scotland. 
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should next concern itself with the problems of sickness and disability 
among the working classes, as the speech of Balfour in the debates 
had suggested. The government had seriously underestimated the 
number of persons who would apply for pensions, especially in Ireland, 
and the increased cost that would result. The demand for money for 
pensions and for further sociai legislation led to the problem of 
tapping new sources of revenue within a free trade system, and thus 
to the Budget of 1909. After the close of the year 1910, when the fact 
of having received poor-law relief since 1908 no longer constituted a 
disqualification, the number of persons entitled to pensions increased 
greatly and the costs rose proportionately.’ England was fairly on 
the way to more inclusive and costly programs of social legislation, 
and to new and higher levels of taxation to pay for them. No one 
could foresee whether the full implications of the problem would be 
understood and acted upon by the Liberal party, or whether other 
parties would eventually take its place as the directing agents of 
legislation in the social field. 


Ronan V. Sires, Whitman College 


53 For figures as to reductions in the number of persons on indoor and outdoor relief after 
January 1, 1911, see: Parl. Pap., 1911, XXXI, cd. 5865, Ixxiii-Ixxiv, 33, 37, 44, 99-100; Parl. 
Pap., 1912-13, XXXV, cd. 6327, 149-50, 160. 











Notes and Review Articles 


AN EPISODE IN THE CONTINENTAL SYSTEM 
IN THE ILLYRIAN PROVINCES 


Napoleon’s successful campaigns against Austria in 1805 and 1809 led to 
the signing of the treaties of Pressburg and Schénbrunn which placed inter 
alia the eastern shores of the Adriatic in French hands. The entire coast- 
line from Trieste to Cattaro became part of the Illyrian Provinces designed 
to act as a barrier against British trade, to provide a land route between 
Turkey and the French empire, and to weaken Austria.’ 

A new administration was immediately installed and ruled the area 
until the renewal of war with Austria in August 1813. Its task was not eased 
by numerous changes in policy and personnel, both military and civil, nor 
by the indifferent quality of many officials sent to this outlying part of the 
Napoleonic empire. It had to deal with a sullen population opposed to 
conscription and taxation, accustomed to smuggling, and yearning for the 
days when ships from Istrian and Dalmatian ports could safely ply the 
waters of the Mediterranean under the Austrian, Venetian, or Ragusan flag. 
Offshore the Royal Navy and the privateers of various origin ruled the 
Adriatic after 1808, blockading enemy ports, and disrupting any regular 
sea trade under the French flag. The resulting distress of the population 
forced the French administration to abandon some of the regulations of 
the Continental System which had been rigorously enforced until then. 
They also tried to improve conditions by reaching an agreement with the 
British authorities. 

The grave shortage of salt in the Illyrian Provinces provided the pre- 
text for the first contacts between Napoleon’s administration at Laibach 
and British officials in the Mediterranean, and later the Board of Trade in 
London. Though the region was self-supporting as regards salt in the 
eighteenth century, the combined effect of the war in the Adriatic, the lack 
of a clear policy of maintaining production in the salt marshes, and the 
need to supply the Italian market from the Illyrian Provinces led to such a 
demand and to such a loss of revenue” that the administration made a 
number of concessions. 

The export of salt was forbidden and a decree on March 10, 1810 allowed 
the free import of salt by any ship possessing a certificate of origin. These 


1M. Pivec-Stele, La vie économique des provinces illyriennes, 1809-1813 (Paris: Editions 
Bossard, 1930, for the Institut d’Etudes Slaves de l'Université de Paris; collection historique 
VI), pp. 10-13. Trieste and Fiume were used extensively for the import of British goods 
into the Hapsburg dominions until the war of 1809 and their incorporation into the 
Napoleonic empire. 

2 Pivec-Stele, La vie économique, pp. 226-27. 
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measures proved insufficient, and the use of these certificates was abandoned 
in the following year. Salt then could be imported without restriction by 
any ship carrying it and nothing else. Since Britain was unwilling to supply 
salt on these terms, another decree was passed a few months later. It 
permitted one third of the bulk of the cargo of ships carrying salt to consist 
of certain colonial goods, mostly spices (coffee and tea being excluded), as 
well as sulphur and raw wool. 

The supply of salt for the Illyrian Provinces was organized by a native 
of Fiume, A. L. Adamich. He had had for many years a “contract for 
furnishing all the salt that was required in the Venetian territories. . .” * 
Later on he supplied the Navy Board in London with fairly large quantities 
of oak timber from the eastern shores of the Adriatic and with “upwards 
of three thousand tons of Hemp. ..”° The fortune he amassed allowed 
him to build a public theater at Fiume at his own expense, and to with- 
draw temporarily from business when the French became masters of Venice. 

When the demand for salt became so insistent in 1810, the French author- 
ities, aware of Adamich’s knowledge of the trade and of his previous contacts 
with British officials and merchants, asked for his co-operation. In April 
1810 he signed a contract with Marshal Marmont, the governor of the Illyr- 
ian Provinces, to supply 300,000 minots of salt.6 He was given full permis- 
sion to employ neutral vessels’ to bring “Salt and Virginia Tabacco from 
all quarters.” Notice was taken of his claim that “by a certain understanding 
with the revenue officers [he] found no difficulty to get ashore what he 
wished.” ® 

His difficulties arose from another quarter. The indiscriminate attacks 
on shipping by privateers flying the English flag but of North African, 
Maltese, Sicilian, and Dalmatian origin reduced trade in the Adriatic and 
nullified Adamich’s efforts. More exasperating was the insistence of the 
British authorities that two thirds of the bulk of the cargoes should consist 
of colonial products and British manufactures. “The impractibility of any 
way literally conforming to this regulation, and the great hinderence it 
occasioned to the shipping of the finer sorts of British commodities, which 
are of great value and little bulk, and still more the frequent cases that 
took of Neutral Vessels loaded with valuable and well-adapted cargoes, 
being stopped at sea, and sent to Port, on the pretext that the proportions in 
quantity between the different descriptions of goods, had not been properly 
adhered to, effectively put a stop to all trade from Malta.” ® 

3 Pivec-Stele, La vie économique, p. 229. 

oo of Trade. 1/62, J. Turnbull to Bathhurst, London, 1.1.1812. 

6 Pivec-Stele, La vie économique, p. 228. One minot = 52.03 litres. 

7In many cases the “Neutral Vessels” were merely “English Vessels under Austrian 
simulation.” Board of Trade. 1/62, Adamich to Liverpool, London, 30.12.1811. 


8 Board of Trade.1/62, Turnbull to Bathurst, London, 1.1.1812. 
9 bid. 
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proportions of bulk.’* 


would reach Malta.?® 


of the cargo would consist of British and colonial goods. 
12 Board of Trade.1/62, Oakes to Bunbury, Malta, 2.11.1811. 


14 Board of Trade.1/62, Oakes to Bunbury, Malta, 2.11.1811. 


To resume this trade for which in the past he had employed one hundred 
and fifty licenses *° and “could have done much more,” Adamich went to 
Malta in the summer of 1811." He explained there to Lieutenant General 
Oakes, the civil and military commissioner of the island, that he had come 
“with the express object of endeavouring to re-open the Commercial Inter- 
course between this Place and the Ports of the Adriatic in the Possession of 
the Enemy,” and that he had been authorized by the French authorities to 
propose the substitution of value for bulk, in regard to the two thirds part 
of the cargo which, according to the Board of Trade instructions of Decem- 
ber 22, 1810, were to consist of “Articles originally imported into Malta from 
a Port of the United Kingdom, or from any British Colony or Plantation. 
Adamich pointed out in support of his proposal that he was prepared to 
promise that the remaining third of the cargo would “consist entirely of 
salt and the produce of the Island of Sicily,” adding that “there is good 
reason to believe that the value of British manufactures and colonial prod- 
uce, will generally or always considerably exceed, the two-thirds to which 
it may be expressly stipulated.” Lastly he indicated that the “mode of 
establishing the proposed value of the cargoes at Malta” would be much 
easier to ascertain than the previous method of ascertaining the different 


Adamich’s proposals were backed by Jameson Hunter, a “very responsible 
merchant” ** at Malta, in his memoir to Lieutenant General Oakes. He 
announced that should Adamich’s views meet a favorable response, he 
would send in the ensuing six months from Malta to the Adriatic, a hundred 
vessels of from two to three hundred tons. “The amount paid into this 
Customs House in Duty in Cargoes exported and imported by them will 
be likely to exceed one hundred and so Scudes without taking into Account 
the Revenue derived in England on such parts of the Cargoes as are brought 
from thence and shipped thither.” The extensive scale on which he pro- 
posed to undertake this business “must afford opportunities for smuggling 
our Manufactures into the Enemies Country which all their vigilence 
will not be able to counteract.” He computed the value of British manu- 
factures introduced on the Continent in this manner “at not less than 
half a million Scudes.” In return a “large” supply of naval stores and grain 





Since Lieutenant General Oakes was unable to meet Adamich’s proposal, 
he sent him to Palermo to see Lord William Bentinck, Commander-in-Chief 


10 These licenses were granted on the express understanding that two thirds of the bulk 
11 Board of Trade.1/62, Turnbull to Bathurst, London, 1.1.1812. 
13 Board of Trade.1/62, Turnbull to Bathurst, London, 1.1.1812. 


15 Board of Trade.1/62, Jameson Hunter to Oakes, Malta, 14.9.1811. 
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of the Mediterranean area. The latter had just gone to England, so Adamich 
followed him to London, where he met, among others, C. C. Smith, the 
Under-Secretary of State, at the Foreign Office. 

At the latter’s request Adamich wrote his proposals down and sent them 
to the Prime Minister, Lord Liverpool. He asked the Foreign Office for 
support in obtaining the modification of the relevant Orders in Council. 
They included the substitution of value for bulk; the allocation of licenses 
for the export of non-British goods to all such merchants and vessels as 
could satisfactorily prove having exported by other ships and channels the 
two thirds of colonial and British goods required, as well as for ships from 
Sicily to the Adriatic with any kind of produce of that island; and lastly 
for Ionian and Adriatic interests “better disposal of their produce, and 
procuring in return their want of subsistance, stores and provisions.” *® 

To begin this project, and for the “encouragement of others,’ Adamich 
needed one hundred licences for ships sailing to Goro on the mouth of the 
Po River and fifty for Porto Re near Fiume, and requested that “no privateer 
be authorized to stop Vessels furnished with English licences, when suspected 
of an illegal use, for avoiding the scandalous conduct of the privateers who 
stop every Vessel merely for obtaining some ransom.” The acceptance of 
these proposals would result in a growing trade in the Adriatic in which, 
as Adamich frankly admitted, he was personally interested, since it would 
facilitate the import of salt for the Illyrian Provinces and the export of 
oak timber which he offered to the Navy Board in London. Secrecy, how- 
ever, was essential for the success of this scheme and he therefore asked for 
precautions to be taken to prevent the French authorities from finding out 
the name of its initiator and details of the new measures. 

Adamich’s proposals, backed by J. Turnbull on “behalf of the British trade 
in the Mediterranean,” were considered sufficiently important to be sent 
immediately to the Board of Trade for expert judgment.’* The decision 
of the Board nine days later showed that Adamich’s journey to England 
and the support he obtained from British merchants engaged in the trade 
in the Mediterranean had not been in vain. His chief demand, the substitu- 
tion of value for bulk, was granted “since their Lordships are unwilling 
to throw any impediment in the way of a proposal which promises to give 
encouragement to the export trade of British manufactures from Malta.” 
According to the minutes of the meeting, the two main drawbacks to the 
new scheme were the difficulty of cruisers on the high sea ascertaining 
whether conditions had been complied with and the danger that certificates 
“may be . . . obtained and fraudulently counterfeited.” A number of limita- 
tions, therefore, were imposed on this trade. The civil commissioner at Malta 


16 Board of Trade.1/62, Adamich to Liverpool, London, 30.12.1811. Foreign Office.7/98, 
Adamich to Smith, London, 7.1.1812. 
17 It had already been approached on the same subject from Malta through the War Office. 
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was to authenticate the list of articles exported and to see “that no part of the 
Cargo shall consist of Cotton, Wool or Military Stores.” The same pro- 
hibition applied to “any goods, wares and merchandise, the produce or man- 
ufacture of the Enemy which have not been imported from some British 
Port.” Thirdly, goods from “countries in amity with His Majesty” were 
limited to the “produce of Countries within the Straights of Gibraltar, and 
which have been laden at some Port” within the Mediterranean, unless they 
were loaded and imported from some British port. Lastly, all these goods 
could not be exported to ports “under strict and rigorous Blockade.” On 
this point, too, a further concession was made. The minutes of the Board of 
Trade state that this restriction no longer referred to “Ports declared to be 
under Blockade by the Order in Council of April 26th 1809” but merely 
to “such Ports as are placed under the strict and rigorous Blockade by a 
Naval Force stationed before them for that purpose.” 78 

The success of this commercial venture was now largely dependent on 
the continued co-operation of the local French authorities. That is where 
its risk lay. An order from Paris canceling Adamich’s contract and im- 
posing stricter control of the coast could lead to a loss of British property. 
British and colonial goods had been confiscated in northern Germany as 
recently as the winter of 1810. 

Adamich proposed to meet this eventuality by submitting a different, less 
risky plan to the British Prime Minister and the Foreign Office. This was 
a project “for opening a line of Commerce between England, Malta, through 
the Black Sea and up the Danube river to the Hungarian and Austrian 
Dominions.” His assertion that this plan had the “Sanction of the Austrian 
Government” was supported by a former British consul who during his 
nine years’ residence in the Adriatic found “Mr. Adamich to be perfectly 
in the Confidence of the Austrian Government as a Merchant and in whose 
name only his Government allowed us the Timber engaged in that 
Country.” *® 

Adamich’s lengthy memoir dwelt on the precarious state of Austrian 
finances and the high price of foreign goods, due to the loss of seaports 
like Trieste and the high cost of transport on the two main roundabout 
routes. The northern route via the Prussian and Russian Baltic ports 
reached Austrian territory at the Galician town of Brody. Baltic ice, Napo- 
leon’s pressure on Prussia, and the growing preparations for war with 
Russia rendered trade in that area more vulnerable and increased the value 
of the southern route. 

The starting point of this route was Salonica, from where, after a journey 
of several weeks through the Macedonian and Bosnian mountains, caravans 
reached the Austrian frontier town of Brod on the river Sava. According 


18 Board of Trade.5/21, Oct.1811—Oct.1812, Minutes. 
19 Foreign Office.7/98, J. N. Leard to Smith, London, 7.1.1812. 
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to J. M. Johnson, a British secret agent who knew Adamich well, six thou- 
sand horses were employed on this route at that time.?° It was also used 
extensively by the French in their Levantine trade; nearly half of the 
cotton required by their industry was imported via the southern route and 
the Illyrian Provinces.”* The difficulties encountered by all those who made 
use of this route were both numerous and varied. The most important were 
the poor state of the roads and the lack of security in the Turkish pashaliks. 
Caravans were attacked indiscriminately, but since the French suffered most, 
their council in Bosnia blamed Britain, who has “spread her guineas and 
principles . . . to bring about the failure of this important branch of the 
continental system.” 7 

Though the Continental System had been accepted, nominally at least, by 
Austria, Adamich was able to inform his British hosts that the authorities 
in Vienna, through Baron Hudelist, a councilor in the Foreign Department, 
had made the first overture for the resumption of trade on a large scale 
between England and the Hapsburg empire. Hudelist had informed Ada- 
mich that orders had been given to the Austrian envoy at Constantinople to 
obtain “from the Turk the free navigation and passage through the Danube 
River and Black Sea, . . . that several Consuls had been appointed for the 
principal Places in Turkey; that Agram [Zagreb] on the Sau [Sava] River, 
Brood [Brod], Semlin [Zemun, opposite Belgrade] and Alt Orsova in the 
Danube River, will be made free Austrian Ports.” He invited Adamich to 
use all his “management, exertions and influence to co-operate and suc- 
ceed,” ?? so that “Germany and Hungary will enjoy a free commerce without 
any French interference.” 

Adamich hoped to set in motion himself “the first expeditions through the 
Danube River and Black Sea, for which all protection, assistance, passports 
and firmans, will be furnished by Austria to Vessels and people employed in 
this commerce.” 2* He proposed at the same time that the Danube be used 
for the export to the Mediterranean of oak timber and spars which when 
“brought into the Turkish part of the River, . . . are entirely out of Austrian 
Control, and can be exported without leaving any Appearance as for the 
British Service.” 

Adamich’s Danubian plan depended on the ending of the Russo-Turkish 
war then being fought on the banks of the Danube, and on the support of 
the British authorities in London. The latter was not forthcoming. The 
President of the Board of Trade, Lord Bathurst, recommended “caution as 


20 Foreign Office.70/52, Johnson to Bentinck, Palermo, 10.8.1812. 

21 Pivec-Stele, La vie économique, p. 188. 

22M. Gavrilovié, Ispisi iz Pariskth Arhiva [Extracts from the Paris archives] (Belgrade: 
Serbian Academy of Learning, 1904), p. 666. 

23 Board of Trade.1/62, Adamich to Liverpool, London, 30.12.1812. 

24 Ibid. 
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Mr. A. is much connected with continental contracts.” 7° The Foreign Office, 
however, was still sufficiently interested in this scheme to send to its secret 
agent in Vienna a summary of Adamich’s memoir and to ask him to make 
the necessary enquiries in order to ascertain whether the latter’s statements 
were correct.7® 

No traces of his reply—if any—exist in the Public Record Office in London. 
By June 1812 Adamich was back at Palermo with a contract he had entered 
into with the Navy Board for the supply of oak timber.?’ It is doubtful 
whether he was able to fulfill it, for on his return to Venice in the summer 
of 1812 he was closeiy questioned by the French, who informed him that his 
contract for the supply of salt to the Illyrian Provinces had been canceled 
in his absence.”* Interrogated, he refused to answer except, as he had been 
ordered before his departure to Malta, to the governor of the Illyrian Prov- 
inces himself. Set free, he was soon rearrested on the charge of having helped 
a British secret agent. To his accusers he pointed out that he had supplied 
the ports in the eastern Adriatic with salt for fourteen months, that the 
governor of the Illyrian Provinces wanted him to go to England, and that 
as a result of his intervention the Admiralty in London had raised the 
blockade for all unarmed ships in the Adriatic and had ordered the pri- 
vateers to leave that sea.?® Such was the hatred of the privateers for him that 
on his return from London they swore to kill him and he had to leave Malta 
in a hurry. Adamich was careful not to mention all his activities in London. 
He based his defense on a description of services rendered to the French 
government in the past three years, claiming that because of his arrest the 
arrangements he had made for thirty ships to supply salt to Italy had come 
to nothing.*° A week later Adamich was set free and invited to help to 
feed Ragusa and Cattaro, which were closely blockaded by the Royal Navy 
under Admiral Fremantle. The following year, after the French retreated, 
the same Admiral appointed the irreplaceable Adamich British consul at 
Fiume. 

The demand for goods without which customers would not do, war or 
no war, has always brought “contact men” to the forefront. In the Illyrian 
Provinces, Napoleon’s Continental System produced Adamich. His past 
services to all the three governinents made him indispensable in the solu- 
tion of various problems arising from the clash of conflicting interests in 
that part of Europe, and from the failure of governmental regulations. It 
was Adamich who supplied French-held territories with salt, and it was he 
too who, at the same time, pointed out to British officials and merchants the 








25 Foreign Office.7/98. 
26 Foreign Office.7/99, Smith to King, No. 1. Foreign Office, 24.1.1812. 
27 Foreign Office.7/98, Adamich to Leard, Palermo, 25.6.1812. 

28 Pivec-Stele, La vie économique, pp. 236-37. 

29 Pivec-Stele, La vie économique, p. 237. 

30 Tbid. 
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value of Illyria as a market. Such advice was not to be despised, given as 
it was when Britain was still feeling the effect of the severe economic crisis 
of 1810-1811. The crumbling of the Continental System after Napoleon’s 
defeat in Russia prevented a proper trial of Adamich’s Danubian scheme 
proposed in London. On the other hand, there can be no doubt that trade 
in the Adriatic increased as a result of Adamich’s interventions.*! The 
extent of this increase must remain unknown, since we lack a complete 
survey of commercial intercourse between the territories held by the two 
belligerent empires. 





Ivan Avakumovic, London Oratory School 


31 Though Heckscher was unaware of this episode when writing his well-known study 
of the Continental System, he found it “remarkable how little the [British] Mediterranean 
trade was disturbed” by the severe economic crisis of 1810-1811 and Napoleon’s efforts at 
that time. Heckscher attributed this state of affairs to the “importance of the Balkan peninsula 
as a port of penetration for the new trade route through Vienna.” E. F. Heckscher, The 
Continental System—An Economic Interpretation (N.Y.: Oxford University Press, 1922), p. 244. 


THE SANDY HOOK LIGHTHOUSE INCIDENT 
OF 1787 


The appraisal of the period when America was governed by the Articles 
of Confederation as one of stagnation, peculation, and disunion so long 
popular with writers of the Fiske “Critical Period” school has been attacked 
quite successfully in recent years by such writers as Merrill Jensen.’ While 
challenging many popular misconceptions concerning the period, he has 
also demonstrated that the mercantile situation was by no means a hopeless 
one and that long before 1789 the states were moving in the direction of an 
increasing co-operation on matters affecting interstate and international 
trade. 

Earlier writers had long contended that each state did its utmost to 
discriminate against its neighbors’ commerce, and this produced a hopeless 
tangle of conflicting tariff rates and discriminatory trade legislation. When 
pressed to give an example of such practices they unhesitatingly pointed to 
the New York-New Jersey controversy which culminated in the Sandy 
Hook lighthouse incident. Even Jensen wrote concerning this episode: “Then 
in 1787 New York provided that foreign goods brought in from Connecticut 
and New Jersey must pay entrance and clearance fees four times higher 
than American goods. New Jersey responded by taxing the Sandy Hook 
lighthouse £30 a month.” ? 

1Merrill Jensen, The New Nation. A History of the United States during the Con- 


federation, 1781-1789 (New York: Alfred A. Knopf, Inc., 1950). 
2 Ibid., p. 139. 
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Everyone who has written concerning this incident alluded to the fact 
that New Jersey’s action came in response to a particular New York statute 
which supposedly placed discriminatory entrance and clearance fees on 
American vessels from New Jersey and Connecticut. As early as December 
1787, the American Museum reproduced portions of a letter from Brunswick 
dated July fifth which explained that the thirty pounds rent was “imposed to 
counteract the severity of the law in New York, which enacts that every 
wood-boat and shallop from New Jersey, of more than twelve tons, shall 
be regularly entered and cleared out at the custom house, in the manner as 
if they arrived from any other foreign port.” ® 

Fiske repeated this story with his characteristic embellishments and with 
no reference to sources, while McMaster, in recounting the incident, referred 
the reader to the American Museum‘ Channing was more specific and cited 
the two siatwtes in question. He said in part: “The New York Assembly 
increased the duties on foreign goods on April 11, 1787 and took the occasion 
to extend the entrance and clearance fees to all vessels coming from or bound 
to Connecticut and New Jersey. If these were freighted with United States 
goods the fee was only two shillings for vessels under twenty tons, but 
if there were any goods on the boat that were subject to duty, the fee was 
four times greater; open boats only were to pay no fee.” ® 

The rivalry was of long standing. New York was in an enviable position 
so far as commerce was concerned. In that state the agrarian interests were 
in the ascendancy after the Revolution. According to Nevins a defensive 
combination of mercantile interests was created but was powerless to accom- 
plish much because the rural areas of the state were overrepresented.® As a 
result commerce rather than land was taxed. The farmer-dominated legisla- 
ture began as early as 1781 to exact its pound of flesh from commerce, and 
within four years it was taking a heavy toll from imports passing across the 
state’s boundaries destined for neighboring states and was taxing foreign 
products that came to New York via adjacent states higher unless it could be 
demonstrated that such goods came to this country originally in American 
vessels.’ 


3 American Museum, December 1787, p. 601. 

4John Fiske, The Critical Period of American History, 1783-1789 (Boston: Houghton 
Mifflin and Company, 1902), pp. 172-75; John B. McMaster, A History of the People of the 
United States from the Revolution to the Civil War, 8 vols. (New York: D. Appleton and 
Company, 1883-1913), I, 404. 

5 Edward Channing, A History of the United States, 6 vols. (New York: The Macmillan 
Company, 1905-1926), III, 467-68. 

6 Allan Nevins, The American States during and after the Revolution, 1775-1789 (New 
York: The Macmillan Company, 1924), p. 500; E. Wilder Spaulding, New York in the 
Critical Period, 1783-1789 (New York: Columbia University Press, 1932), pp. 154-55. 

7 Spaulding, New York in the Critical Period, p. 156; William C. Hunter, The Commercial 
Policy of New Jersey Under the Confederation, 1783-1789 (Princeton: Princeton University 
Press, 1922), pp. 25-31; Thomas C. Cochran, New York in the Confederation: An Economic 
Study (Philadelphia: University of Pennsylvania Press, 1932), pp. 167n, 168n. 
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The New Jersey farmers, who controlled the legislature, were critical 
of the New York system, which seemed to mean considerable financial loss 
to their state, but they continued to follow a policy of free trade. The 
merchants in eastern New Jersey felt that this policy drained currency from 
their state, and they appealed to the legislature for a tariff. The agrarian 
interests blocked such laws on the ground that they would merely raise 
consumer prices and benefit only a few. As a result of this opposition, New 
Jersey continued to pursue a policy of free trade. 

According to McCormick this New Jersey commercial policy “was a 
source of some annoyance to her neighbors, who saw their own tariff struc- 
tures threatened by her zeal for free trade.” ® It was for this reason that New 
York, which was trying to discriminate against British ships and goods, 
levied a higher tariff on foreign goods entering her ports from neighboring 
states unless such products were originally imported in American vessels. 

There was also a lively trade between New York and her two neighbors 
in firewood, vegetables, and fowl which reputedly drained many thousands 
of pounds sterling from the Empire state each year. To check this situation, 
the legislature passed the law imposing special fees on American ships 
coming from these two commonwealths. In discussing the incident Mc- 
Cormick explained: “The New York legislature deemed it necessary to 
exact entrance and clearance fees from boats bound to and from Connecticut 
and New Jersey. The fees were four times greater if the freight consisted of 
foreign goods than if American products were carried. New Jersey answered 
these retaliatory acts by imposing a tax of thirty pounds a month on the 
lighthouse that New York had erected on Sandy Hook.” ® 

All these writers are somewhat incorrect in their statements concerning 
the charges that were being levied against ships from New Jersey and 
Connecticut, but they did not tell the complete story. This matter must 
be seen in the light of earlier statutes concerning such fees. When one 
compares the New York law of 1787, as it dealt with commerce from these 
two states, it can be clearly seen that instead of being solely discriminatory 
it actually extended many privileges to American ships from New Jersey 
and Connecticut that were overlooked by contemporaries and later writers. 

According to a law of November 18, 1784, establishing the custom house 
at the port of New York, the fee for entering and clearing any American- 
owned vessel or boat over 150 tons was to be three pounds. Those between 
seventy and 150 tons burden paid one pound and ten shillings. Ships of less 
burden paid a fee of sixteen shillings. The same law specified that all ships 
of less than twenty tons burden arriving from or bound to any place in the 





8 Richard McCormick, Experiment in Independence: New Jersey in the Critical Period, 1781- 
1789 (New Brunswick: Rutgers University Press, 1950), p. 120. 

9 McCormick, Experiment in Independence, pp. 120-21. He refers to Channing and the 
New Jersey retaliatory statute. See also Nevins’ explanation of the law.—Nevins, American 
States, pp. 561-62. 
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United States or plying between New York ports were to enter without fees 
unless they had dutiable goods aboard.’ 

This statute remained operative. It should be noted that the charges 
applied to all American vessels regardless of the state in which they were 
registered and irrespectively of whether they had dutiable goods or non- 
dutiable goods aboard. 

The law of 1787, to which the New Jersey legislature objected, specified 
that all American vessels entering New York from Connecticut or the 
eastern division of New Jersey, and having on board dutiable goods, were 
to pay the following fees: vessels from forty to seventy tons paid twenty 
shillings, those from twenty to forty tons paid twelve shillings, and those 
decked vessels under twenty tons burden paid eight shillings. Undecked 
vessels entered free of charge. 

It can readily be seen that in this case there was a substantial reduction of 
fees amounting to fifty per cent on American-owned vessels under twenty 
tons, and twenty-five per cent on ships of from twenty to forty tons burden 
that entered New York from the states in question with dutiable goods 
aboard. Furthermore, the law was directed against all American ships enter- 
ing New York from Connecticut and eastern New Jersey, so it was not aimed 
in a discriminatory fashion exclusively against shipowners from those two 
states. 

When one examines the charges that prevailed for American ships enter- 
ing New York from Connecticut and eastern New Jersey without dutiable 
goods aboard, the concessions are even more marked. Vessels of from forty 
to seventy tons burden paid only five shillings, which was a saving of 
eleven shillings. Those from twenty to forty tons paid only three shillings, 
which amounted to a reduction of thirteen shillings over the entrance and 
clearance fees collectible under the law of 1784." 

The rub, however, came on decked vessels of less than twenty tons that 
carried American products. Under the law of 1784 these had been permitted 
to enter without charge, but they were now subjected to a fee of two 
shillings. The New York legislature, therefore, secured its desired objective; 
the New Jersey farmers selling goods in New York were compelled to pay 
a fee high enough to discourage their trade. Still they could bring their 
products into the state in undecked vessels free of all charges, and it must 
have been true that a large percentage of the products entered via this type 
of transportation. 

It can be seen that the real discrimination in the law of 1787 was negligible 
and was confined solely to a slight fee on decked vessels under twenty tons, 
and an increased burden on those American ships between forty and seventy 
tons that brought dutiable goods into the state. Other shipowners coming 


10 November 18, 1784, Laws of New York, 1784-1788, c. 6. 
11 April 11, 1787, Laws of New York, 1784-1788, c. 81. 
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from New Jersey and Connecticut stood to benefit appreciably by virtue 
of this act. 

Why did New York offer these concessions, and why did her two neighbors 
react so adversely? ** Several factors might be suggested as possible explana- 
tions. When New York refused to approve the impost scheme of 1783 and 
adopted her tariff law of 1785, New Jersey, which favored a continental excise 
system, decided to protect herself. On October 20, 1785, she refused to vote 
her requisition until every state approved the impost plan. A congressional 
committee headed by Charles Pinckney was sent a few months later and the 
legislature was finally induced to rescind its action in March 1786. Shortly 
afterward New Jersey accepted an invitation to attend the meeting at 
Annapolis.* There can be no doubt, however, that bad feeling against New 
York continued. 

The New York tariff law of 1787 was the incident that climaxed this 
long period of ill feeling between the two states. Disregarding the many 
important concessions in the new law, the New Jersey legislature, possibly 
responsive to the farmers who stood to lose by a slight increase in fees on 
smaller ships, levied the lighthouse rent. The law of 1787 was the last link 
in a long chain of injustices. 

New York probably enacted the tariff law of 1787 for several reasons. 
It was obviously designed to check the importation of truck products from 
New Jersey and Connecticut, as most historians have maintained. At the 
same time the important concessions might have been offered because 
thoughtful leaders in New York were convinced that matters had been 
carried too far. General Schuyler, about the time the new law was passed, 
wrote that he feared neighboring states would combine against New York."* 
In the following year, John Jay wrote to the New Yorkers concerning the 
adjacent states, “They cannot, they will not love you; they border upon you 
and are your neighbours, but you will soon cease to regard their neighbourhood 
as a blessing.” *° Apparently many agreed that the adjoining states had to be 
pacified, and so concessions were offered in the tariff law of 1787. 





12 The Connecticut legislature did nothing, but some New London merchants banded 
together in a league and agreed not to trade with New York in any commodities under a 
possible penalty of fifty pounds. This was to be valid for one year, but it was not very effective. 
It was an easy matter for the New Yorkers to get their commodities elsewhere.—Pennsylvania 
Gazette, June 27, 1787. 

13 George Bancroft, History of the Formation of the Constitution of the United States of 
America (New York: D. Appleton and Company, 1896), pp. 187-88; Francis B. Lee, New 
Jersey as a Colony and as a State, 4 vols. (New York: The Publishing Society of New Jersey, 
1902), II, 373. New Jersey had been asked to contribute $165,000. 

14 Schuyler to Henry van Schaack, March 13, 1787, in Henry van Schaack, Memoirs of 
Henry van Schaack Embracing Sections of His Correspondence (Chicago: A. C. McClurg & 
Company, 1892), p. 152. 

15 Henry P. Johnston, ed., The Correspondence and Public Papers of John Jay, 4 vols. (New 
York: G. P. Putnam’s Sons, 1890-1893), III, 316. This was an address to the people of New 
York written in 1788 urging them to adopt the new constitution. McLaughlin said that about 
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There had been other warnings of possible trouble. New Jersey’s actions 
in 1785-1786 in regard to the requisitions must have worried the men in 
New York who did not want a continental excise. These men might have 
decided that concessions were in order to avoid further trouble and put 
pressure on the legislature to incorporate such concessions in the new tariff 
law. Pinckney, in urging New Jersey to seek redress by retaliation against 
New York, alluded to the Indian dangers in 1786, and New York, which was 
most vulnerable, might have sought her neighbors’ support by making some 
concessions./® 

New Jersey collected the rent for about a year, after which the practice 
was discontinued. In March 1788 a new law adopted in New York exempted 
all American vessels of less than fifty tons burden from having to enter or 
clear at the custom house unless dutiable goods were aboard.’ The objec- 
tionable features of the law of 1787 were gone. The entire incident was a 
teapot tempest at best, but it is well to note that even this one example of 
discrimination among the states was tempered with exceedingly liberal 
concessions. 





WiLuiAM Frank Zornow, Kansas State College 


one half the goods received in Connecticut, New Jersey, and western Massachusetts were 
brought in through New York, which might explain why these states were so interested in 
what she did with her tariff system.—Andrew McLaughlin, The Confederation and the Con- 
stitution, 1783-1789, 27 vols. The American Nation: A History (New York: Harper and 


Brothers, 1904-1908), X, 305-6. 
16 Nevins, American States, p. 561. 
17 March 12, 1788, Laws of New York, 1784-1788, c. 72. 


FACTORS IN A BRITISH TRADE CYCLE 


R. C. O. Matthews’ full-length study of British fluctuations in the 1830’s 
is good history and good economic analysis.’ There is no equivalent book 
on a single cyclical passage, not even excepting the great interwar boom 
and slump in the United States. 

His method is to present a brisk general sketch of the subject matter; to 
deal, successively, with the strategic factors in business fluctuations; and to 
close with an analytic account of the cycle’s pattern. His strategic factors 
are, in effect, three: the components of the balance of payments; domestic 
investment; and the monetary system. But the major components of the 
balance of payments and investment are each treated at chapter length; 
and the components of the money supply are pursued as far as the data 
permit. The distinctive quality of both his historical and analytic contribu- 
tions arises from this sedulous disaggregation. 


1 4 Study in Trade-Cycle History, Economic Fluctuations in Great Britain, 1833-42. By R. 
C. O. Matthews. N.Y.: Cambridge University Press, 1954. Pp. ix, 228. $5.00. 
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Among the issues that emerge from this intensive analytic procedure are 
these: the discontinuity in relation between British harvests and wheat 
imports due to the influence of the Corn Law structure and stock holdings; 
the origins of the American boom of the 1830’s and interrelation between 
British and American fluctuations; the possible link between British imports 
and the level of exports to the West Indies, Latin America, Asia, and 
southern Europe; the net impact on the income level of the trade balance; 
the changing character of investment in the cotton industry over the cycle; 
the logistics of the railway boom; and the regional pattern of building 
fluctuations. On each of these matters the thoroughgoing immersion of a 
competent theorist in the mass of statistical and institutional data has yielded 
original and interesting, if not always conclusive, reflections. 

The final chapter contains an analytic narrative, in which these and other 
building blocks earlier constructed are brought together, and the story is 
told in five sections: recovery, 1833-1834; boom, 1835-1836; recession, 1837; 
uneven recovery, 1838-1840; depression, 1841-1842. The book closes with 
some theoretical speculation on the cyclical pattern as a whole and with 
notes on the trend of real wages and the pervasiveness of the cycle. 

Mr. Matthews’ Preface states clearly his limited purpose: “By subjecting 
a single brief period to close study, we are enabled to do as full justice as 
the evidence permits to the complexity of the fluctuations experienced, and 
to avoid the dangers of over-simplification which are liable to result from 
attempts to impose too uniform a pattern on the history of fluctuations in 
different periods. On the other hand, an inquiry along the present lines does 
not by itself permit us to assess the place of the fluctuations studied in the 
longer-run evolution of the national economy nor to discern changes in the 
cyclical process itself over time. Extended comparisons of the 1830’s with 
other periods are accordingly not entered into in the following pages. I 
hope, however, that the reader will consider that I have provided material 
from which such comparisons may usefully be made.” There is no doubt 
that he has justified his method and achieved his hope. 

The key issues unresolved by his analysis are, however, not automatically 
resolved by cyclical studies that cover longer periods and permit the 
comparative treatment of many cycles.” 

The issues that worry Mr. Matthews in the end, in fact, all concern the 
relation between the process of growth and fluctuations (pp. 217-19). If we 
are to unite our tools for analysis, we ought to be able to unite them in 
considering periods of time as short as a decade. If we do not approach the 
growth process directly and immediately, as a living part of the analysis of 
short time periods, we perpetuate the arbitrary abstractions of our theories, 





2In our 1952 Addendum to Arthur Gayer’s 1941 Preface to The Growth and Fluctuation of 
the British Economy, 1790-1850 (pp. xili-xiv) Mrs. Schwartz and I sought to underline this 
limitation in our own work, completed more than a decade earlier. 
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and find difficulty accounting for the tangled picture that emerges from 
such a responsible assembly of the facts as Mr. Matthews has conducted. 

The basic difficulty emerges, among others, at four decisive points: 

1. The setting for the British boom of the 1830’s. The considerable inten- 
sive development of the eastern United States in the 1820’s,? including 
expansion in cotton textile manufacture, combined with the steady expansion 
of British output to produce pressure on existing cotton acreage. This yielded 
not merely a rising tendency in the cotton price from 1829, but a sharp fall 
in British cotton stocks from 1827 (a series not used by Mr. Matthews). 
The evidence for Anglo-American cotton textile growth having exhausted 
the excess margins created by the acreage surge of 1817-1818, by the end 
of the 1820’s, is somewhat more substantial than the author’s indecisive 
speculation on this point (pp. 52-55) would indicate. Firmer conclusions on 
the dynamic Anglo-American cotton demand-supply relationship (a story 
in interregional rather than international economics) would have helped 
clarify the extent to which the British boom was a national as opposed to 
an American-induced phenomenon, a matter that troubles Mr. Matthews to 
the end. Here, and in general, the book suffers a bit from its initial date. 
The period 1829-1832 is an indispensable prelude to the boom of 1833-1836, 
much as the years 1819-1822 bear that relation to the expansion of the mid- 
1820's. 

2. The upper turning point. Mr. Matthews properly emphasizes the scale 
of British investment commitments, towards the end of the boom, in 
railways, banks, and other domestic investments. Palpably irrational by 
long-term criteria of profit expectations, this mania is taken, essentially, as 
the cause of the slump, with dear money detonating a revaluation of profit 
prospects (p. 210). This view misses, a little, the shapely unfolding of the 
American land boom, earlier examined (p. 57), with its warnings of over- 
expansion from at least the latter months of 1835. The Specie Circular (July 
1836) was basically a post-turning point phenomenon. The financial position 
in London early in 1836 stemmed directly from the emerging American 
crisis. While inappropriate levels of investment in particular directions cer- 
tainly caused the downturn in this as in other booms, Mr. Matthews’ ultimate 
formulation fails to clarify what the criteria for “appropriate” investment 
are and leaves somewhat unclear the mechanism by which rationality, in 
terms of the growth pattern, was enforced. 

3. Unemployment. There is, of course, difficulty in defining a business 
cycle in a rapidly growing and structurally changing economy. The indus- 
trial working force and output are increasing rapidly. Output levels in 
themselves are no criterion for boom and slump, although a careful analysis 
of rates of movement tell us more than Mr. Matthews allows. It is impossible 





3 See, for example, G. H. Evans, Business Incorporations in the United States, 1800-1943, 
New York: National Bureau of Economic Research, 1948, Chapter 3. 
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in the state of early nineteenth century data to correct systematically for the 
rise in the size of the working force and emerge with a neat measure of the 
cycle’s impact on employment. Growth and cycles are almost intolerably 
intertwined; but not quite. There are available from 1831 iron founders’ 
unemployment data (series not used by Mr. Matthews). Although by no 
means inclusive or reliable by modern statistical standards, they exhibit a 
remarkable conformity to cyclical movements established from all other 
evidence, over the period 1831-1850, after which the more familiar trade- 
union unemployment data are available. The evidence from nonstatistical 
sources also suggests that booms and slumps were more than cycles in 
prices and profits, and that despite the powerful growth trends in industrial 
output, the level of industrial employment, including the degree of full- 
time work, felt the impact of the pre-1850 business cycle, imparting to it a 
more recognizable and modern cast than the author’s treatment would 
imply. 

4. Transport innovations. Mr. Matthews is properly impressed by the 
adventitious circumstances that characterize his period when examined in 
detail. The economic historian fully shares with other historians the prob- 
lem of making general sense out of circumstances that are, in an important 
way, unique. Mr. Matthews finds that the surprisingly prompt success of 
the Liverpool and Manchester line had a direct effect on the timing and 
irrational character of the boom of the thirties. This is important and un- 
deniable. Any concept of growth and fluctuations that left no place for 
such dramatic break-throughs in method, often dependent on special cir- 
cumstances and the enterprise of particular men, would be incomplete. On 
this point Mr. Matthews pays his respects to Schumpeter (pp. 204-5). What 
is missing from both treatments is a lively sense of the accumulating incen- 
tive to solve the transport problem derived from the rate and shape of the 
growth process. The Liverpool and Manchester (like the Erie Canal) repre- 
sented a dramatic solution to a problem (and a profit possibility) with which 
men had been confronted for some time, due to the course of economic 
expansion in the two countries. This is not to regard innovation as simply 
an automatic reflection of deeper forces: men had to respond, and, once 
successful, the Erie Canal and the Liverpool and Manchester had important 
independent consequences for the future course of events. But we need the 
process of growth interacting with innovational booms, not merely innova- 
tional surges with ambiguous foundations. 

There are passages in Mr. Matthews’ work that touch upon all four of 
these relationships. What is lacking is a set of concepts that permit their 
orderly examination and resolution. This state of affairs stems directly from 
the position of modern economics. When dealing with short-run problems 
the author is equipped with a most refined set of tools. His major contribu- 
tions lie in their application to partial situations, illuminating in good 
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Robertsonian style short stretches of the road.* Modern income analysis— 
our short-run general theory—comes off less well, because it does not grip 
the growth factors that, even over one cycle, patently hold the center of 
the stage. It is for this reason that Mr. Matthews’ final consideration of the 
pattern of the cycle is less satisfactory than his treatment of its component 
parts. In addition to its substantial positive contribution to historical and 
general economic knowledge this book is of value because, in the end 
(pp. 217-19), the author exposes his residual difficulty. 





W. W. Rostow, Massachusetts Institute of Technology 


4 There are three issues of detail in Mr. Matthews’ partial analyses on which I would have 
reservations, First, his treatment of the admirable correlation between British imports and 
British exports to areas other than the United States and northern Europe. This disaggregated 
treatment of exports is all to the good; and the author is too able an economist to hold to 
the simple view that British imports furnished the foreign exchange to finance these exports. 
He tracks out all manner of difficulties in interpreting the correlation (pp. 78-83). Nevertheless, 
it fascinates him. And it ought, perhaps, to be firmly said that it demonstrates in the present 
state of knowledge merely that British exports were linked in a variety of ways to British 
domestic fluctuations, which were in turn linked in a variety of ways to foreign trade and 
finance. It is peculiarly inappropriate to contrast the implications of this correlation with the 
inventory behavior of the other elements in British exports, given the well-established role of — 
inventory fluctuations in British imports. Second, the response of the British banking system, and 
notably the Bank of England, to post-turning point liquidity requirements is curiously 
missing from his story. Third, as the Gayer study makes clear, the case for March 1839 as 
an upper turning point is somewhat more substantial than Mr. Matthews makes out (p. 213), 
although, of course, it is subject to legitimate debate. , 


GAYER, ROSTOW, AND SCHWARTZ ON THE 
BRITISH ECONOMY 


More than a decade ago, Arthur Gayer, W. W. Rostow, and Anna Jacob- 
son Schwartz completed their remarkable work of collaborative scholarship." 
Preoccupation of the authors with other tasks during and after the war 
was, it is stated, the main cause for the delay in publication; but one may 
surmise that with a study of such full-bodied proportions as was originally 
put together, the ever-rising cost of publication was also a factor. Fortunately, 
the surviving authors (Mr. Gayer died in 1951) have not been too reverent 
of the arduous fullness of their well-planned product. They have accepted 
the expedient of microfilming to meet their purpose of making unpublished 


1 The Growth and Fluctuation of the British Economy, 1790-1850: An Historical, Statistical, 
and Theoretical Study of Britain’s Economic Development. By Arthur D. Gayer, W. W. Rostow, 
and Anna Jacobson Schwartz, with the assistance of Isaiah Frank. (Prepared under the Auspices 
of the Columbia University Council for Research in the Social Sciences), Oxford: The Clarendon 
Press, 1953. Vol. I, pp. xxxvi, 528; Vol. II, pp. xii, 500, $17.00. 
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parts accessible to other scholars. How generous their prewar intentions were 
is indicated by the list, occupying nearly seventeen pages in Volume II, of 
full texts of several sections and of tables of monthly data on prices of 
stocks and commodities, as well as other basic matter, which will be avail- 
able through the Columbia University Council on Research in the Social 
Sciences, which has fostered the study virtually from the conception of the 
project by Mr. Gayer twenty years ago. 

The published results remain distinctly on the generous side. The text 
is ample and thoroughly documented, and there is an abundance of well- 
spaced and easily readable tables equally abundantly illustrated by charts 
which are scaled to be readable also. The distinct and logical divisions of the 
subject promote easy reference to particular material. So also does the 
excellent index, although the run-on numbering of pages in the second 
volume may occasion some slight friction for quick reference use. The 
writing, too, is generally precise and clear, though the very solid substance 
inevitably makes for hard reading. 

In this division of the study, the historical and statistical analysis of the 
basic materials on this significant transition period in British economic de- 
velopment is assigned to the first volume. Here the method is short-period 
analysis and presentation of the measurable economic variables, business cycle 
by business cycle. This has the distinct advantage of permitting close ex- 
amination of the interplay of forces in each cycle without loss of emphasis, 
and it is carried out here without blurring the over-all picture for the 
interested reader. The analytical and statistical contributions are consider- 
able. Dependable economic data in strictly consistent series are not easy to 
come by, especially in the first half of this period. No omission of what was 
reasonably relevant and available before this work was completed was 
noticed by this reviewer. Useful data that have since been published are 
reviewed in the preface. 

Points requiring correction are few and of rather small importance. 
Schlote’s volume series on exports and imports should not be called “official 
values” (pp. 11, 31, 118, and 181, and, by implication of earlier reference, pp. 
67 and 87). Schlote’s volume series are expressed in terms of 1913 prices, while 
the official values were mainly in prices of 1694, which, for exports, were 
rather higher. No conceivable harm should flow from this slight slip except, 
perhaps, for the unwary student who may attempt to compare these British 
totals with actual official values cited in the ensuing tables for exports from 
England to particular areas. A note is needed to explain that the considerable 
drop in net registered tonnage of British shipping shown for 1827 (pp. 187, 
217) was caused by the removal from the registry of lost vessels. This affects 
judgment as to how largely new building in the years immediately preced- 
ing was “for replacement.” According to my estimates, capital available for 
export was just sufficiently larger in the period 1843-1850 (annual average, 
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£75 million) than in the period 1833-1837 (annual average £6.7 million) 


to warrant questioning the claim of “relatively lesser importance” (p. 304). 
There is some reason, then, to believe that the railway building boom of the 
forties did not exclude foreign investment. But these points of correction are 
few indeed. The work is thoroughly and carefully done. 

Two other contributions in Volume I require particular mention. One 
is a new index of British share prices running from 181r to 1850. This is 
based on not less than monthly quotations for carefully selected samples 
of eight groups of enterprise whose stocks were quoted on the London Stock 
Exchange. The index is weighted according to the ratios of paid-up capital 
invested in each group to the paid-up capital of the total list in each of six 
weighting periods. With this selection and weighting, the index should 
closely represent price movements, at least of a representative portfolio of 
investment, on the London Stock Exchange. Moreover, monthly numbers 
are given for the total weighted group, and for each of the subgroups, 
and the changes indicated are analyzed and the institutional background 
reviewed. 

The other particularly notable contribution consists of three new indexes 
of commodity prices: domestic, import, and combined from 1790 to 1850. 
The first is based on monthly quotations of twenty-six commodities in which 
consumption relied mainly on domestic production, and the second, similarly 
on monthly quotations of fifty-two commodities that were wholly or mainly 
imported. Since the objective was to measure movements in tonsumption 
price levels (although effectively at wholesale) of this fixed set of raw mate- 
rials and foodstuffs, import duties are included in (or added to) the price 
quotations of the imports, and the indexes are weighted essentially in propor- 
tion to consumption. Unlike the indexes of share prices, however, the weights, 
determined on the basis of certain years after 1820, are fixed. This fixed 
weighting is, perhaps, the one limitation of the index as a representative 
measure of consumption price levels in this sense that, if the proportions of 
the various goods consumed changed through the years, and there was 
certainly some change in commodities with quite high weights, the repre- 
sentative character of the index is proportionately diminished. Nevertheless, 
these indexes are certainly superior to any other available for the defined 
purpose for which they were constructed, while the monthly numbers per- 
mit close analysis of price movements and of their relationship to other 
phenomena. 

The second volume is more specialized and technical. It is concerned with 
analysis of business cycles and with statistical measurement of cyclical be- 
havior of British production, trade, prices, finance, and labor. For this, the 
data presented in the first volume and the techniques of analysis developed 
by the National Bureau of Economic Research are used. Proper appraisal 
of this volume calls for the attention of specialists in these subjects and 
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techniques. With respect to the accuracy of the use of underlying data, the 
reviewer noticed only one item that raised sufficient doubt to prompt check- 
ing it. This was the statement that, in 1815, “cotton, woollen, and linen 
manufactures constituted fully 76 per cent. of the value of total domestic 
goods’ exports” as against 63 per cent “by the forties” (p. 533). The actual 
figure for 1815 is 62.8 per cent, virtually the same as for 1848 and 1849 at 
the end of the period. The growth in exports of “iron goods” over this 
period, then, was not accompanied by a reduced role for textiles but rather, 
and quite understandably in view of the character of the transition in the 
British economy, by a decline in the export of such articles as food products. 
This growth in the share supplied by “iron goods,” which rose from 6 per 
cent in 1815 to 10 per cent in 1849, was really a rather modest one when it 
is considered that one must include not iron alone, but hardware and cutlery, 
and developing steel products, machinery, and steam engines to reach these 
preportions. But except as they may have influenced other interpretations, 
these are small points. 

The authors state that if the study were being rewritten now, the 
emphasis might be slightly different (p. viii), and they indicate certain lines 
for further investigation. Possibly were they rewriting in this decade, when 
we are becoming somewhat more import-conscious, they might have noticed 
that not only was an increase in exports an invariable accompaniment, “an 
essential initiating factor,” in every major revival in British business activity 
(p. 533), but also that each case was preceded or accompanied by a rise in 
imports. This suggests that imports, too, played a part in promoting demand 
or purchasing power abroad for British goods. In magnitude, they were 
greater than the volume of exports, and they were far greater than exports 
of capital, which are given a prominent role. Perhaps the latter should be 
regarded merely as supplements or auxiliaries in this matter. But, as it is, 
this is a formidable volume. It exemplifies the science of measurement and 
advances understanding of economic forces in this important period of 
British development. 





Apert H. Iman, The Fletcher School, Tufts College 
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Fifty Million Acres: Conflicts Over Kansas Land Policy, 1854-1890. By Paul 
Wallace Gates. Ithaca: Cornell University Press, 1954. Pp. xix, 311. $4.50. 







This volume by Paul Gates is a timely contribution to the centennial celebra- 
tion of the opening of the Kansas-Nebraska country. In general, it is a study 
confined to the settlers’ frontier: the taking-up of land, and the conflict with 
Indians, railroads, speculators, and nature. There is some limitation established by 
the author—the volume is not intended to include an exhaustive investigation 
of speculative holdings, railroad-grant lands, educational-grant lands, agricul- 
tural-college grant lands, etc. These subjects are left for later study. Thus the 
important chapter headings are the following: Indian allotment and trust lands, 
public land sales, railroad purchase of Indian Reserves, the homesteaders’ frontier 
and the settlement laws, and the role of the railroads in the settlement process. 

The author shows that Buchanan’s administration definitely marked the end 
of a liberal land policy. Practically all of the Indian allotment and trust lands 
went to speculators and railroads rather than to settlers. Buchanan got only one 
vote in fifty in Kansas in 1860. As Mr. Gates concludes: “The land policy of 
the Democratic Party had saddled the West with large speculative holdings and 
the settlers with heavy debts.” 

The worst fight between squatters, railroads, and speculators occurred on the 
Cherokee Tract in the period 1869 to 1872, and this struggle became a part 
of the Granger movement in the demand to end the land grants to railroads. 
In spite of the fact that no other part of the West drew immigrants in the volume 
that was attracted to Kansas between 1865 and 1880, nevertheless there were four 
deterrent conditions in the settlement process: railroad land grants and the high 
prices they brought about, speculator acquisitions that diffused the population, 
the Indian reserves, which favored speculators, and the remoteness of public land 
open to homesteading. Mr. Gates insists that the safety-valve hypothesis operated, 
in that the unsuccessful farmers and debt-ridden tenants and agricultural laborers 
in Indiana and Illinois fled to Kansas. The last chapter, “Railroads and Agrarians,” 
deals with the movement to tax railroad land grants and to the movement to 
forfeit these grants where railroads had not lived up to their conditions of grant. 
It is noted that many of the extensive farms in Kansas were built up through 
purchases from railroads. 

There is only a selective bibliography, but the numerous footnotes give evi- 
dence of the careful and painstaking method in which the author covered his 
subject. Also, there are numerous maps, illustrations, and statistical tables. And 
finally there is a serviceable index. 

Few regional studies could be more colorful than those of the Middle Border, 
for settlement of this region can be largely described in superlatives, all the way 
from the beginning strife over slavery down to the final agrarian revolt. It is an 
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excellent study and we can only await the more composite picture when the 
author brings together his numerous regional volumes. 


Roy Marvin Rossins, University of Omaha 


Planter Management and Capitalism in Ante-Bellum Georgia: The Journal of 
Hugh Fraser Grant, Ricegrower. Edited with introductory chapters by Albert 
Virgil House. New York: Columbia University Press, 1954. Pp. xvii, 329. $4.75. 


With the exception of rice, each of the important Southern staples has had 
its historian. To fill this gap, source materials are slowly accumulating. A number 
of South Carolina plantation records have been made available in recent years, 
and with the publication of this volume a significant beginning is made for the 
Georgia coast. 

Albert V. House has not only edited the unusually rich Journal of Hugh 
Frazier Grant, but he has written an able discussion of rice cultivation on the 
Elizafield plantation from its establishment around 1813 to its final collapse 
with the Civil War. In order to do this he has made a thorough study of 
agriculture in the region as a whole, and has made himself familiar with what 
others have done in related fields. The result is a valuable contribution to the 
larger subject of Southern agriculture as a whole as well as a sound study of 
life and labor in this peculiar field. 

The Elizafield Journal begins in 1839 and runs to 1860. It deals almost ex- 
clusively with plantation routine with only incidental references to family and 
political affairs. By day-to-day entries, it follows the rice crop from planting to 
marketing. Social materials consist largely of slave lists, brief items on master- 
slave relations, and the dealings between producer and factor. The Journal, 
therefore, is somewhat cold and lacking in human interest, but is full enough 
on the economic side to enable Mr. House to tell the story of rice culture in 
every phase—the selection of seed, the preparation of the fields, the planting 
and tending of the crop, financing, harvesting, milling, and marketing. 

Grant was a progressive planter. He experimented. He found the best ways 
in which to use water in the tending of his fields. He tried different milling 
methods. He took from the parent Carolina region those things that suited 
Georgia conditions, but discarded traditional ways quickly when they failed 
to give results. He served his neighbors and his community well, and always 
played the correct part of the big business man in his relations with lesser 
peoples. Yet the story of his plantation was the usual one of debts that kept 
piling up and factors who reaped most of the profits. Either sons were lacking 
in ability or, perhaps, times changed after first days, and even those with ability 
could not support the kind of life established on the kind of crops raised. 
Disaster at Elizafield followed the usual Southern pattern—borrowing, fore- 
closure, sale, and ultimate abandonment. 


Avery Craven, The University of Chicago 
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Origin of the Land Tenure System in the United States. By Marshall Harris. 
Ames: The Iowa State College Press, 1953. Pp. xiv, 445. $7.50. 


It has been some time since a study on colonial land systems has appeared. 
Generally speaking, the land subject has been too seriously neglected by colonial 
historians, considering the fact that land was so basic to colonial economic life. 
How did tenure policies develop? How much were the individual colonial 
policies formulated from English experience? How much were they con- 
ditioned by America as a frontier environment? What contemporary thinking, 
political, economic, and religious, might have influenced the molding of these 
policies? And finally, what events in the emerging colonial democracies and 
capitalistic systems conditioned the land tenure policies? These are the questions 
answered by the author. 

The author concludes that by the time the foundations for the national land 
system were being laid, all of the underlying land tenure principles had already 
been established. Historians interested in the emerging national process will 
find the last five chapters of significance: “The Land Companies,” “Emergence 
of the National Land System,” “Some Forces that Influenced the Evolving Land 
System,” “Adjustments During the Revolutionary Period,” and “Some An- 
tecedents of Public Land Policies and the Tenure Systems.” 

The volume is an outgrowth of a doctoral dissertation done at the University 
of Illinois in the field of agricultural economics. It is to be noted that the study 
is more than a history of colonial land tenure; there are chapters on land systems 
and the operation of these systems. 

There are a few decided exceptions to the common rules of historical writing, 
namely, the encyclopedic character of the narrative, which has led the author to 
establish a plethora of topical headings. Too, the numerous footnotes are 
found in parentheses in the narrative rather than at the bottom of the page, or 
at the end of the chapter. Some of the chapters have comprehensive and inter- 
pretative summaries. There are a few maps and statistical tables. In line with 
the topical-heading character of the book, there are four indexes: bibliographical, 
biographical, geographic, and subject matter. 

While the work is primarily a technical and legalistic study and therefore 
to be appreciated more by the specialist, nevertheless it will undoubtedly be of 
considerable value to the general historian. 


Roy Marvin Rossins, University of Omaha 


George N. Peek and the Fight for Farm Parity. By Gilbert C. Fite. Norman: 
University of Oklahoma Press, 1954. Pp. xiii, 314. $4.00. 


During the 1920’s agricultural thinking was influenced by general farm organ- 
izations, bureaucrats, and businessmen whose interests were jeopardized by 
the depression. Peek is a good illustration of the latter. 

Born in Polo, Illinois, Peek grew to manhood when Rockefeller, Carnegie, 
Mark Hanna, and others whom he admired and wished to emulate had reached 
the pinnacle of their careers; intellectual pursuits had no special appeal. Peek 
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was provincial, positive, anti-intellectual, and began his career in a credit 
manager’s office from which he rose through sheer work and ability. He was 
a successful executive and investor; he played golf, drank, smoked cigars, swore, 
and issued orders. As an organizer, he helped convert John Deere and Company 
from a moribund and listless concern into an efficient, hard-hitting, and profit- 
able organization. As a member of the War Industries Board during the First 
World War, he worked with Bernard Baruch, Hugh Johnson, and others, where 
he witnessed the influence of the government in matters of production, distribu- 
tion, prices, and wages. Later he discovered that selling farm implements and 
collecting bills, administering a private concern, and executing orders, were 
simpler than winning over Senators and influencing the electorate. 

When he headed the Moline Plow Company, he realized the need for restoring 
the farmers’ purchasing power. He likened farmers’ problems to those of a busi- 
nessman. They hinged upon finding markets, paying debts, and pocketing the 
difference. Better markets for the farmers was a matter of controlling the 
surplus—with government aid segregate that portion of a crop consumed at 
home from that sold abroad; dispose of the latter in the world market at what- 
ever price it would command; then levy an equalization fee on the portion sold 
in the higher-priced domestic market to help compensate the one selling abroad 
at a loss. This would be tantamount to placing an effective tariff wall around 
farm products. What escaped Peek was that other nations also had surpluses, 
and the purchasing power of so many would-be buyers was at low ebb. 

Peek was out of place in the New Deal. As co-administrator of the AAA he 
frequently came into conflict with idealists and theoreticians who had little 
sympathy for an outmoded practical businessman’s approach. Once out of the 
government, he assailed the reciprocal trade treaty program, emphasizing 
personalities he disliked, above all the “radicals.” He strengthened his ties with 
the anti-New Dealers and the isolationists, and in 1940 offered advice to Willkie, 
who spurned it. Meanwhile he joined the “America Firsters.” 

Would farm parity have been attained without a Peek? It probably would 
have. The value of the book lies in the use of the Peek papers. The work is 
readable, but focusing attention on one man belies the significance of the much 
broader movement. If the farmers who enjoy parity or near-parity prices owe 
a debt of gratitude to Peek, what does Peek owe those countless millions who 
have had to pay higher food prices as a result? 


THEODORE SALoutos, University of California at Los Angeles 


The World Wheat Economy, 1885-1939. By Wilfred Malenbaum. (Harvard 
Economic Studies. Volume XCII.) Cambridge, Massachusetts: Harvard Uni- 
versity Press, 1953. Pp. xiv, 262. $6.00. 


The content of this book is both narrower and broader than its title. It is 
narrower, because the author does not discuss the role of wheat in the economy 
of individual countries and in the exports and imports of respective nations and 
world trade as a whole. It is broader, because the discussion does not end with 
1939 but outlines developments up to the present in world wheat production and 
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postwar international wheat agreements and includes suggestions for solving 
the problem of world wheat surpluses. 

The book deals chiefly with wheat production (acreage, output, and yield 
per acre) and consumption in the period 1885-1939; the postwar years are 
covered more sketchily. The “wheat world” surveyed here necessarily excludes, 
for lack of reliable data, the USSR, China, Manchuria, and a few other countries 
of lesser importance in wheat production. In 1930-1934, this “world” accounted 
for somewhat less than 65 per cent of the total wheat output but, except for 
modest Russian exports, for almost all international trade in wheat. 

The author shows that the increase in world wheat output between 1885 and 
1939 has been due chiefly to the expansion of acreage; the world average yield 
per acre remained almost stationary. He analyzes with great care the factors 
instrumental in expanding acreage: the opening of new territory in the Western 
Hemisphere and Oceania, where production was supported by the influx of 
emigrants, growth of railroad systems, and progress in mechanization; policies 
of European governments designed to protect farmers against the invasion of 
cheap overseas wheat and ensure greater self-sufficiency in wartime; and the 
efforts of wheat farmers to make up for price declines by increasing acreage. 

The central theme running through the whole study is the disequilibrium in 
the world supply of and demand for wheat—the large unmarketable surpluses 
resulting from rapid expansion of production, on the one hand, and, on the 
other, the comparatively slow increase in demand for wheat despite serious 
undernourishment in vast areas of the world. The author anticipates that this 
imbalance will continue and considers especially serious the problem of large 
carryovers in the United States. Despite the fact that this country has become 
the major exporter of wheat in postwar years, largely under foreign aid programs, 
it is burdened with considerable surpluses. 

The most provocative, and also most controversial, part of the book is the 
author’s plan for utilizing wheat surpluses as an instrument of foreign policy. 
The United States, he argues, should grant wheat supplies to the more developed 
areas, essentially European countries, and attach to this aid “specific conditions 
on a maximum additional investment by these countries in those underdeveloped 
areas where needed food and other agricultural products can best be expanded 
with imported capital. Such investment will automatically generate a continued 
interchange. . . . On the other hand, United States aid which goes directly to 
the underdeveloped countries should focus upon development goods to expand 
output of primary commodities rather than consumption goods. Insofar as 
practical, such development aid should be in the form of capital goods purchased 
by the United States in Europe and Japan. .. . With a program along these 
lines, surpluses which the market will not effectively demand can become in- 
struments for the more rapid attainment of a world in which resources and their 
utilization are better balanced than at present” (pp. 232-33). 

This reviewer has serious doubts about the workability of this plan. In 
domestic policy, it implies continuance of price supports for wheat, at the cost 
of the taxpayers. In the field of foreign trade, it would amount to large-scale 
dumping, with free wheat from the United States competing with wheat from 
other exporting countries. It also is not very clear how wheat grants to more 
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developed areas would increase capital exports to underdeveloped countries, since 
the controlling factor in foreign investments is largely the lack of commercially 
sound objectives. The United States cannot ask other industrial countries to 
increase investments in underdeveloped areas if the latter afford no opportunities 
for such operations. Indeed, the programs so vitally needed in these areas— 
irrigation, flood control, improvement in transportation and distribution services, 
agricultural education, better sanitation, and health services—are not objectives 
for large commercial foreign investments. The author has a point in stressing 
the importance of the problem, but there must be other solutions than his to 
the perennial disequilibrium of wheat supplies in the world. 

This study was originally presented in 1941 as a dissertation for Ph.D. re- 
quirements at Harvard University and later was brought, even if briefly, up to 
date. It includes much theoretical discussion and testifies to the author’s great 
skill in mathematical and statistical analysis. The use of such methods may 
somewhat lessen the book’s appeal to general readers, but the study will be 
appreciated by agricultural economists, who will find many stimulating ideas 
in its broad historical sweep. 


Emma S. Woytinsky, Washington, D.C. 


INDUSTRIAL AND BUSINESS HISTORY 


Storia della Ragioneria. By Federigo Melis. Bologna: Dott. Cesare Zufh, 1950. 
Pp. x, 872. Lire 3,900. 


In this thick volume, Federigo Melis purports to trace the history of account- 
ing from the time of the Pharaohs up to the present day. His book is divided 
into four parts: the first, and by far the longest, deals with the origins from 
remote antiquity up to 1202, the date of the Liber Abaci of Leonardo Fibonacci, 
or Leonard the Pisan; the second extends over the period from 1202 to 1494, 
the year of publication of Luca Pacioli’s treatise on double-entry bookkeeping; 
the third surveys the textbook literature from this date to 1840, when, in the 
work of Francisco Villa, accounting is treated for the first time as a scientific 
subject; and the fourth part includes fifty miserly pages devoted to developments 
from 1840 to 1900. 

This last section, I understand, was added at the publisher’s request in order 
to bring the story up to date and, presumably, to increase the sales appeal of the 
book. Unfortunately, the treatment is so superficial that this addition detracts 
more than it adds to the value of the book. 

In the first part, Mr. Melis describes the process by which mnemonic devices, 
such as tallies, were replaced gradually by more systematic records, owing to the 
invention of numeration and the methodical arrangement of the data. The great 
gap remains the bookkeeping of the Romans, about which we know next to 
nothing, because they used wax tablets, papyri, and other perishable materials 
which have not survived. Although greatly impressed by the erudition and 
industry displayed by Mr. Melis, I feel that he has been carried away by his 
enthusiasm for archeological discoveries. It seems to me that the section on 
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antiquity is overdeveloped, so that the book, instead of rising to a crescendo, 
peters out as we reach the modern period. 

The second section, devoted to the Middle Ages, is by far the best, and in it, 
Mr. Melis makes some real contributions through his findings in hitherto 
neglected business records of the thirteenth and fourteenth centuries. Up to now, 
the earliest known example of double-entry bookkeeping is a Genoese ledger 
dating from 1340. On the strength of this evidence, it was generally assumed that 
this practice was Genoese in origin. Mr. Melis questions this theory by proving 
that double-entry bookkeeping is found earlier in Tuscany and may even go back 
to the thirteenth century. By then, Florentine bankers had a system of accounts 
which allowed them to determine profit or loss and gave them a comprehensive 
view of their business. Mr. Melis was also able to dig up early examples of de- 
preciation, deferred charges, accruals, and reserves for bad debts. 

In the Datini archives in Prato, he made use of an excellent example of job 
accounting with allocation of burden and indirect labor costs to a particular 
job. As this example was taken from an account book containing many similar 
accounts and dating back to 1395, cost accounting is certainly nothing new. It 
may even be said that by 1450 accounting had reached a state of perfection which 
was not improved very much in the next four centuries. Nevertheless, Mr. Melis, 
after giving all this evidence, still insists on calling Luca Pacioli “the father” 
of double-entry bookkeeping. 

After 1500, Mr. Melis follows the same procedure as previous historians in 
relying on textbooks rather than on business records. Since accounting practice 
had moved beyond the textbook level, the results are disappointing, and it does 
not appear that, in the last sections of his book, the author contributes anything 
new. On the contrary, he neglects the Dutchman, Willen van Gezel, the only 
seventeenth-century writer of any standing and the founder of accounting theory. 

The chief merit of this book is that it furnishes us with new illustrations of 
the high level that bookkeeping attained during the period from 1300 to 1500. 
From then on, little progress was made until well into the nineteenth century, 
when accounting received a new impetus from the development of the corporate 
form of organization and the rise of large-scale industry. 

Since Mr. Melis teaches economic history at the University of Pisa and also 
at the University of Cagliari, it is not surprising that his book is more than a 
technical history. It will interest the economic historian because of the information 
that it gives on the state of business organization and the guidance that it 
provides on the use and interpretation of medieval account books. 


Raymonp DE Roover, Boston College 


The Growth of Major Steel Companies, 1900-1950. By Gertrude G. Schroeder. 
(The Johns Hopkins University Studies in History and Political Science, 
Series LXX, Number 2.) Baltimore: The Johns Hopkins Press, 1953. Pp. 244. 
Paper $4.00, cloth $5.00. 


Many volumes, scholarly and unscholarly, have been written about the phe- 
nomenal growth of American business and industrial corporations. The move- 
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ments for the regulation and control of monopolies have produced a vast body 
of literature. Investigations and legislative actions by Congress and state legisla- 
tures have provided much printed material about corporations. Few studies, 
however, have attempted to analyze and compare a group of companies within 
an industry from the viewpoint of the factors promoting or retarding their 
individual development and the reasons for the differing rates of growth of the 
various firms. In The Growth of Major Steel Companies, 1900-1950, Gertrude G. 
Schroeder presents a statistical account of the absolute and relative growth of 
the leading companies in the steel industry. 

The study is based upon the histories of twelve steel companies during the 
first half of the twentieth century. They are ranked in order of size as measured 
by rated annual steel ingot capacity at the end of 1950—from the United States 
Steel Corporation at the top of the list to the Sharon Steel Corporation at the 
bottom. Techniques for measuring growth, other than annual steel ingot 
capacity, are also used. These include: total assets, grossed fixed assets, total 
sales, income, and number of employees. Statistical tables relating to these tech- 
niques are conveniently set forth in the Appendix and provide an excellent means 
of comparison. 

The complex problems of tracing, comparing, and determining the shifts in 
relative positions of corporate enterprise within the steel industry center in 
internal expansion (natural growth) and external expansion (acquisitional 
growth). The chief impetus for the growth of steel companies has come from 
two general sources. The first is the remarkable increase in the use of steel 
during the period. The second is the far-reaching technological developments, 
which have resulted in extensive plants and large capital expenditures. The 
concept of “balance”—not always a fixed objective and varying in many ways at 
different times—has played an important part in the expansion of the steel in- 
dustry. This is because of the ideal, widely held by entrepreneurs, of including 
in their ventures operations from mining iron ore and coal to the sale of goods 
directly to the consumer. A discussion of vertical versus horizontal growth 
includes proposals for measurement. 

It becomes obvious in this study that the pattern of development of each 
company is unique, although basic likenesses exist. Factors that contribute to 
the explanation of the similarities and dissimilarities have varied considerably 
in the firms analyzed. Among these factors are: entrepreneurship, the stability 
of management, technological pioneering, locational factors, financial policies, 
initial size, and the nature and effect of the laws dealing with business com- 
binations. These are intelligently discussed, but each should be made the subject 
of a separate study. 

The author has achieved the objectives she has set up in spite of difficulties 
in securing complete data for all companies. The charts and tables are invalu- 
able for a study of the steel industry for the past half century. The monograph 
should stimulate other studies within the industry and also in other fields of 
business enterprise. A clearer perspective of the problems involved in corporate 
growth would result. 


Artuur C. Brinine, University of Pennsylvania 
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A Short History of Wool and Its Manufacture (mainly in England). By E. Lipson. 
Cambridge, Massachusetts: Harvard University Press, 1953. Pp. 205. $2.50. 


Those who like to read industrial history will have nothing but praise for the 
thoroughness with which E. Lipson has rewritten his The History of the 
English Woollen and Worsted Industries published in 1921. The present volume 
eliminates much of the sometimes aggravating historical detail and verbiage 
of the 273 pages of the earlier volume. Except for this improvement and Chapter 
eight entitled “The Nineteenth and Twentieth Centuries,” with its casual treat- 
ment of the important American, French, and Japanese woolen textile industries, 
one wonders why the book was revised. The author should have stuck to the 
original pattern of the 1921 volume, made the necessary statistical revisions, 
omitted the six pages devoted to the industry in other parts of the world, and 
removed the weak parenthetical subtitle, “mainly in England.” 

Brief as the reference is to the changing economy of the United States woolen 
textile industry, Mr. Lipson could have continued his brevity by mentioning 
the historically and regionally important woolen mills of the Pacific Coast. In 
an environment very similar to that of England, sheep were raised and woolen 
garments made which supplied the miners and farmers of California, the 
Pacific Northwest states, and British Columbia in the post-Civil War period. 

Chapter two contributes a new viewpoint on the importance of sheep-grazing 
in stimulating an economic revolution in rural England, and the importance 
of later controlling sheep husbandry. 

Chapters five and six are excellent presentations of English economic history as 
they discourse on the subject of capitalism and its origin, the geographic division 
of labor, child labor, and the place of the labor unions in the industry. 

The organization of the chapters would have been improved if the appendix 
headed “Geographic Distribution” had been the first chapter in Part Two so as 
to give a setting for the history. 

Some factual errors have crept in: for example, the assumption that western 
range land of the United States is free. Grazing fees are now charged under a 
system of range management on both open and forested Federal land. 

The bookbinding job is not reflective of the author’s scholarship and literary 
ability. The acceptable little volume has a cheap blue cloth cover, badly glued 
and spotted, and even now shows signs of coming apart at the seams. One wishes 
there were end papers to improve the book’s general appearance. 

The type style is excellent and easy reading, but the author, like so many 
English writers, forgets the importance of restful paragraph breaks; there are 
whole pages of monotonous reading without a single intermission. 

Mr. Lipson, an Oxford graduate and faculty member, has a distinguished 
record as an economic historian and editor and is undoubtedly well known in 
England for his five other works on industrial history; but whether well known 
or not, authors should be introduced to their readers by brief biographical sketches 
on the jacket and a statement of degrees earned and positions held. All these 
are lacking. By perusing Who’s Who one comes up with the necessary information. 


Atrrep L. Lomax, University of Oregon 
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The Old Country Store. By Gerald Carson. New York: Oxford University Press, 
1954- Pp. xvi, 330. $5.00. 


As a promoter of automobiles, packaged soaps, and breakfast foods, Gerald 
Carson, a New York advertising copywriter, played an active part in the 
merchandising revolution that helped eliminate the old general store. Now 
retired, Carson has written a nostalgic account of that bygone institution, which 
will appeal greatly to the general reader, if enthusiastic newspaper reviews all 
over the country are a fair indication of popular interest. In fast-moving, nervous 
prose Mr. Carson presents an entertaining array of traditional sayings, bodacious 
tall tales, jokes and capers, oddments of practical information, the spice and 
wit of fun, folk beliefs, cures, charms, personalities, anecdotes, sights, sounds, 
smells, color, and atmosphere. In the author’s words, “As the reader enters and 
glances around this volume, he will, it is hoped, say to himself, more or less: 
‘So this is exactly the way it was down at the country store!’ Exactly? Well, 
exactly—or something similar.” 

Although Mr. Carson has read widely and has consulted a considerable 
variety of sources, his book is not the “definitive, comprehensive” treatment that 
the jacket blurb promises. Mr. Carson himself limits his geographical area 
primarily to the Northeastern and North Central states, and even there regional 
and chronological differences receive minimum attention. Basic economic policies 
and changes are passed over rapidly—and with little effort to advance under- 
standing—in favor of more entertaining subject matter. The book is divided into 
two periods, 1791-1861 and 1861-1921, but illustrations for the latter period are 
drawn from sources dating as early as the 1820's. References and acknowledg- 
ments are sketchy. One wonders, for instance, if the quotation from the Missouri 
Republican for 1825 could have come to Mr. Carson’s attention through un- 
acknowledged secondary works rather than through primary research. 

In spite of its limitations, however, The Old Coutry Store is an interesting and 
evocative book that will provide an evening of pleasure to layman and scholar 
alike. 

Lewis E. AtHerton, University of Missouri 


Price Policies in the Cigarette Industry. By William H. Nicholls. Nashville: 
The Vanderbilt University Press, 1951. Pp. xix, 444. $6.00. 


William H. Nicholls’ study of price policies in the cigarette industry clearly 
indicates that the dissolution of the tobacco trust in 1911 was no more success- 
ful than some other trust-busting efforts in stemming the tide of large-scale 
operation in the American economy. In fact, the dissolution of the tobacco trust 
in 1911 was followed thirty-five years later by a U. S. Supreme Court decision 
(May 1946) which again found the sale of cigarettes and the purchase of leaf 
tobacco to be dominated by unlawful monopoly and conspiracy in restraint of 
trade. It was this decision, with its more than 10,000 pages of court records, 
that aroused the interest of Mr. Nicholls to undertake this detailed and scholarly 
study. 

However, this study is much more than a description and analysis of the court 
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records and decision in the 1946 case. Parts I and II constitute a historical 
examination of the marketing strategies, including price and advertising policies, 
of the principal cigarette manufacturers, with emphasis on the successor com- 
panies evolving from the tobacco trust dissolution. Both the statements of 
evidence and the analyses appear to be carefully done. These sections are es- 
pecially valuable as indicative of the development of marketing policies over a 
period of years and of the different forms that competition may assume as 
conditions change. In general, the American cigarette market was one of 
oligopoly with each firm clearly recognizing the circular interdependence of its 
actions. The great advantage in the recognition of one (any one) of the oligop- 
olists as the price leader is that it tends to remove the “kink” in its demand 
curve when prices are raised. Advertising, of course, became the primary weapon 
of product differentiation and the dominant determinant of market shares. The 
major firms apparently were agreeable to the idea that they “would not be dis- 
concerted by the advance of a competitor so long as advertising is mainly 
responsible for it” (p. 189). 

Part III contains nine chapters which describe and analyze the purchase 
policies of the major buyers in the tobacco leaf markets. Although a detailed 
record of prices and apparent pricing policies is given, the conclusions reached 
are far more tentative than those that concern the selling activities in the 
industry. This is due to a more fragmentary record of prices, the fact that tobacco 
leaf constitutes a less homogeneous market than cigarettes, and the growing 
power of the federal tobacco programs as a dominant factor in the leaf markets. 

In Part IV, entitled “The Social Control of Oligopoly,” Mr. Nicholls estab- 
lishes the 1946 decision of the Supreme Court as a legal milestone but questions 
that it is an economic milestone. In my opinion, the legal milestone is attained 
(despite the fact that no remedial action was established) because the Supreme 
Court, probably for the first time, recognized that advertising may be a monopoly 
weapon as well as a competitive one—“a powerful offensive and defensive weapon 
against new competition” (p. 412). The economic milestone is not attained (the 
mild fine of $225,000 in the criminal suit is no deterrent), because the practical 
economic situation—including the power of advertising—remains untouched. 

Mr. Nicholls, while considering it futile to condemn “the natural, normal, 
and intelligent consequences of an oligopolistic market structure” (p. 401) 
without changing the basic pattern of the industry’s organization, feels that 
the answer lies in doing just that—through dissolution. In addition to dissolu- 
tion, he feels that a consent decree would be necessary in which advertising 
expenditures of the big companies might be limited to 50 per cent of such 
expenditures in a base period. And, finally, he believes that it would be helpful if 
cigarette taxes were reduced or, insofar as they continue, if they were placed on 
an ad valorem basis, either straight or graduated. 

On the whole, this study adds greatly to the quantitative and analytical treat- 
ment of an industry’s price structure. It can only be regretted that Mr. Nicholls 
did not present his public policy recommendations in greater detail or with a more 
realistic recognition of their political shortcomings. Especially is this true, on both 
counts, when he suggests a tax on advertising as a means of regulating monopoly. 

Orin E. Burrey, University of Pennsylvania 
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Railroads of New York: A Study of Government Aid, 1826-1875. By Harry H. 
Pierce. (Studies in Economic History. Published in cooperation with the Com- 
mittee on Research in Economic History.) Cambridge, Massachusetts: Harvard 
University Press, 1953. Pp. xiii, 208. $3.00. 





“It has been my objective,” writes Harry Pierce, “to tell when, why, how, in 
what amount, and with what success [state and municipal] government con- 
tributed to the development of the railroad system of the state” (p. vii). Another 
volume in the Studies of Economic History, it spells out a new chapter in that 
story of public aid to private enterprise begun by the Handlins and Louis Hartz. 
If any further evidence were needed to demolish the myth of laissez-faire in the 
nineteenth century, here it is. The book’s special worth lies in its painstaking 
description of the state that gave more aid than any other in the Union and in 
the rich resources from which the description is made. 

A scrupulous economic historian, Mr. Pierce has ransacked railroad archives 
and toiled through municipal manuscript records and a hundred newspapers. 
He has compressed an unusually full record into a compact book, organized in 
six parts: Sources of Railroad Capital, The Law of Municipal Bonding, The 
Period of Promotion, A Municipally Owned Railroad, The Repudiation of Rail- 
road-Aid Bonds, and The Sale of Stock. 

For my part I found his first chapter most rewarding. Here he shows that 
most of the railroad capital came from private sources, that foreign capital was 
of minor importance in New York, Federal aid negligible, and municipal aid 
to 1875 was three and one-half times greater than state aid. Public money often 
proved decisive in beginning construction; it hastened completion and increased 
the number of lines. State aid was extended more wisely, if less generously, than 
municipal aid; only one railroad that received state aid is not in operation today. 

Until 1869 special legislation was needed to permit community aid to rail- 
roads. In that year a General Bonding Act prescribed a uniform procedure that 
obtained until a law of 1875 forbade donations or credit extension to any private 
corporation. Behind the legislative acts was a shift in promotional philosophy. 
In the early period of this study New York was eager to attract the advantages 
of the revolution in transportation, using government aid as a lure, if need be. 
Interest in the game sagged; the maturation of capitalism and the panic of 1873 
brought on a revulsion against public subsidy. 

Small investors, in particular, incensed at deceitful practices of promoters, 
turned on the railroads with a fury matched only by their earlier fervor. Though 
there had been only five defaults in municipal bonds before 1870, in the next 
score of years 57 towns and villages repudiated securities worth $4,152,382; 
in no case was the community unable to pay. At the same time communities 
were selling their railroad stock; of the 297 that subscribed to railroad securities 
only two retain their holdings today. 

Mr. Pierce succeeds admirably in fulfilling his announced aim. His case study 
broadens, if it does not alter, the interwoven pattern of government assistance 
to private enterprise. His literary style surmounts the data-strewn crags of 
economic history. If fault there be, it is the episodic organization; a smoother 
narrative could have been unfolded. An otherwise handsome book is marred 
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by resort to photo-offset in the appendices. The index has some omissions, and 
there are minor factual errors in the treatment of the Schenectady and Troy 
Railroad. 





James A. Raw ey, Sweet Briar College 


Bremen und Amerika, Zur Geschichte der Weltwirtschaft und der Beziehungen 
Deutschlands zu den Vereinigten Staaten. By Ludwig Beutin. Bremen: Carl 
Schiinemann Verlag, 1953. Pp. 356. 


Ludwig Beutin has long been interested in German maritime history, and 
especially in the sea trade of his native city of Bremen. In this present work 
he traces the history of the commerce between Bremen and the United States 
from its beginnings in the latter part of the eighteenth century down to 1939. 
In order to explain the nature and the course of this trade connection, Mr. 
Beutin has found it necessary to include much information about Bremen’s 
general commercial policy and its relations with the German state. Here he 
shows his mastery of his subject and his ability to summarize both accurately 
and succinctly. Also, because the city’s position as middleman between the two 
nations made its fortunes depend upon the economic development and the 
tariff policies of both Germany and the United States, the author briefly discusses 
these subjects. 

The book’s focus is almost entirely upon the Bremen side of the trade. Mr. 
Beutin points out in his introduction that he did not use American consular 
reports, but he has made good use of American monographs for’ the data he 
includes about the United States. The footnotes (regrettably in the back of the 
book) show his wide researches in Bremen archival materials, newspapers, and 
secondary literature. They also contain most of the statistical data. 

Bremen holds a special interest for Americans because it was the port of 
embarkation for thousands of immigrants to our country. Some of the book’s 
most interesting and valuable pages tell about this great outward movement. 
For this and many other reasons Mr. Beutin’s work should prove useful to 
American as well as German scholars. Yet I cannot help feeling that he could 
have done much more with his subject. He has chosen to write a commercial 
history in the traditional manner. And so the reader misses the movement and 
the color and the excitement that is so vital a part of the life and history of 
a great port (and that maritime historians such as Morison and Albion have 
managed to convey so well). His emphasis is on policy and on cargoes rather 
than on the men who owned the ships, who sailed them, and who bought and 
sold the goods. Only a few of the entrepreneurs, who after all were the men 
responsible for Bremen’s importance, are mentioned, and then only enough is 
told about them to whet the reader’s appetite for far more than he will find in 
these pages. 


Jerome Bium, Princeton University 
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Messrs. William Pepperrell: Merchants at Piscataqua. By Byron Fairchild. 
(Published for the American Historical Association.) Ithaca: Cornell Uni- 
versity Press, 1954. Pp. xi, 223. $3.50. 


This story of the Pepperrells of Kittery, Maine, the Colonel and the Baronet, 
father and son, throws some light into one corner of late colonial commerce. It 
helps in a limited way to answer the question of how business fared within 
the framework of imperial regulation. So far as the Pepperrells were concerned, 
it would appear that commercial well-being was not seriously curtailed by the 
old, pre-Grenville, colonial system. 

Of course, the legendary Pepperrells were not just ordinary men of affairs, 
and the author makes few broad generalizations on the basis of their business 
experience. They were small town, “native” New England aristocrats who had 
interests and loyalties other than those in trade alone. Moreover, their numerous 
but relatively modest ventures were centered in the strategic Piscataqua valley 
with its plentiful supply of timber for shipbuilding and shipments, handy to 
the fisheries and yet sufficiently close to Boston to benefit from its trade without 
having to face all of its remittance problems. Merchants in Boston, receiving 
the bulk of English manufactures directly, apparently were forced into more 
complicated “roundabout” patterns of trade than were the Pepperrells. The 
latter more commonly conducted “shuttling” voyages to and from Newfoundland, 
Barbados, Antigua, or Carolina than any elaborate “triangular” trade, although 
something like this tended to increase for them also after 1720. A question is 
nevertheless raised by this study as to how typical the triangular trade really was. 

The elder William Pepperrell was a self-made immigrant who became estab- 
lished in trade at Kittery by 1682 and laid the family fortune during thirty 
troubled years of frontier warfare and international strife. Obviously for him, 
as for his able contemporary, Captain James Browne of Providence, “despatch” 
was “the life of business.” For these New England merchants the decade follow- 
ing the Peace of Utrecht ushered in a truly remarkable era of trade expansion. 
The boom was still on when Colonel William died in 1734 (having vainly 
hoped to retire to his native Devon) and William Jr. took over. The son con- 
tinued active in business but was increasingly distracted by war and politics, 
winning a baronetcy for his competent leadership in capturing Louisbourg 
in 1745. 

As the Pepperrells prospered, their overseas interests widened. They had 
always maintained credit and trade relations with England, and now began to 
import wine from Spain and Portugal and also to pay greater attention to the 
West Indies generally. The molasses of the French islands was a particularly 
attractive item after about 1725 because of its cheapness and the fact that the 
British islands began to do their own distilling. The Molasses Act of 1733 was 
apparently not without effect upon the Pepperrell affairs, which were, on the 
whole, conservatively conducted. “Only a trifling amount of the Pepperrells’ 
trade flowed through illicit channels” (p. 162). In one way or another, of 
course, the molasses trade of most other New England merchants did continue 
to grow—until one sometimes wonders whether colonial commerce was really 
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regulated by anything other than the appetite for rum! In this respect the 
Pepperrells were not very typical. 

The principal sources for this well-written little book are the fragmentary 
collections of Pepperrell papers scattered among many libraries. Their use 
must have entailed long and arduous research. Accounts of voyages are carefully 
done, although not always complete for lack of material. Secondary accounts 
have been well combed also; but from the economic historian’s point of view 
it is regrettable that the author did not include some comparative material on 
prices: for example that found in the distinguished Bezanson-Gray-Hussey study 
of colonial Pennsylvania. The eighteenth century witnessed such a stimulating 
upward turn of prices that the Pepperrells, like Thomas Hancock and other more 
daring entrepreneurs, probably were lucky to have lived when they did, no 
matter how diligent they may have been in their calling. By similar reasoning, 
in view of the political trends and his own high sense of both the royal prerogative 
and New England’s interests, one has to conclude gloomily that Sir William 
probably was lucky to have died when he did (1759). His death somehow 
seems to mark the close of a period unique in both our economic and political 
history. 





Rosert A. East, Brooklyn College 


ECONOMIC THOUGHT AND THEORY 


Railroad Leaders, 1845-1890: The Business Mind in Action. By Thomas C. 
Cochran. (Studies in Entrepreneurial History. Published in Cooperation with 
the Research Center in Entrepreneurial History, Harvard University.) Cam- 
bridge, Massachusetts: Harvard University Press, 1953. Pp. xii, 564. $7.50. 


This book is important and seminal in both methodology and substance. Until 
recently the writing of American business history has been weak and unimagina- 
tive in the relating of data to the conceptual framework of the businessman. 
One expects little from either the pseudo-moralistic sensationalist or the public- 
relations artist. But even the scholars who have given us craftsmanlike narratives 
of individual corporations or executives have failed to recognize the role of 
ideology in shaping business decisions. Nor have they generally grasped the 
potentiality, as an analytical tool, of the concept of social role. 

Thomas C. Cochran’s pioneer study addresses itself to a complex and refractory 
problem. He has put and attempted to answer a series of questions which, if 
operational, he believes will define the concepts of their role held by business 
leaders. He selected the railroad business as a field of investigation, not because 
of a primary interest in that industry, but because of its intrinsic importance, 
its leadership in large-scale enterprise, and because it has preserved abundant 
records. 

Mr. Cochran organizes his findings in a dozen categories: commanding capital, 
ownership and control, strategy of expansion, foundations of management, intra- 
organization communications, stockholder relations, competition, the customer, 
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labor, public opinion and government, social attitudes, and the role of the 
railroad executive. To each of these topics is devoted a tightly compressed 
chapter of analysis. It is impossible here fairly to summarize his cautious and 
extensive conclusions. 

To determine the attitudes and reasoning of the business elite, Mr. Cochran 
read all the available letters of the chief managing executives of all Class I 
railroads. This required the examination of 100,000 letters written by sixty-one 
officials. The author recognizes the probable skewing of conclusion that flows 
inescapably from the destruction or restriction of some correspondence. He has 
explained his methods and registered careful reservations as to the meaning of 
his results. He recognizes, indeed, that the letters analyzed “are probably 
representative only of the more scrupulous railroad thinking and attitudes of the 
period,” and that in a proper sample the “bad” operators might make up a 
sizable portion. One is struck, at any rate, with the emphasis put by his subjects 
on the principle that honesty is expedient at every level of the business hierarchy. 

The first half of the book contains the systematic topical analysis; the second 
half, documentation in the form of excerpts, sometimes no more than a sentence, 
from perhaps 1500 letters. They are grouped by author and preceded by a 
biographical sketch. My only misgiving about the practical utility of these 
excerpts is that they are so brief and allusive that, without more elaborate editing, 
the meaning is sometimes obscure. This the author concedes. Unquestionably, 
however, they afford abundant suggestions for profitable research and clues 
to sustain new interpretations in such well-trod paths as railroad land grants. 

One yardstick for measuring the worth of Mr. Cochran’s contribution is to 
study the self-drawn portraits that he presents against the sketches in the Diction- 
ary of American Biography. Less than half of his subjects are there represented; 
to most of those that are he has added a missing dimension in his analysis of 
their ideology. 

It is only recently that Americans have discovered the existence of a man- 
agerial class in modern business. Mr. Cochran shows clearly that the professional, 
nonowning executive emerged long before the period studied by A. A. Berle 
and Gardner Means and that there was chronic conflict between the career exec- 
utive and the actual owners. In the railroad business, where there were few 
full-time owner-operators, the gulf was marked. The industry was characterized 
by “general” entrepreneurs with diverse and sometimes competitive interests, 
no one of which occupied them as full-time executives. Usually based at some 
distance from the field of operation, they were in part dependent on career 
executives whose prestige was built on efficiency and often on a competitiveness 
distasteful to the entrepreneur interested in stability. The relationship held together 
mainly because the managers accepted the hierarchical seniority of the absentee 
entrepreneurs. 

The findings of this study seriously modify the interpretation of railroad 
leaders that has been developed by professional historians. It seems possible 
that the book may prove controversial. It is important, therefore, to keep in mind 
the only two questions that are meaningful in the premises. Are Mr. Cochran’s 
methods sound? Are his conclusions sustained by the evidence he presents? To 
the second question the response is clearly affirmative. My guess is that those 
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who find the interpretation unpalatable will have to take the impertinent ground 
of suggesting that his is not a fair sample of the whole industry. He has not 
maintained that it is. He professes only that he has examined all the available 
evidence within an objectively determined category. In answer to the first, 
and perhaps more significant, question, one should inquire whether he has 
succeeded in establishing a group concept of role. It is clear that he has and 
that in doing so he has demonstrated the great utility of role concept as an 
analytical tool. The managerial group from an early date had a fairly complete 
definition of its social role. As experience interacted empirically with conditions 
external to the group and not unchanging, the role evolved. It permitted some 
individual deviation but at any given moment its content was coherent and 
definable. These role concepts are not a matter of mere genealogical tang. They 
are the stuff of which history is made—factors as substantial in conditioning 
the history of the country as the more discernible elements of soil, climate, the 
supply of capital, the labor market, and public legislation. 


Tuomas LeDuc, Oberlin College 


Capitalism and the Historians. Edited by F. A. Hayek. Chicago: University of 
Chicago Press, 1954. Pp. vii, 188. $3.00. 


The avowed purpose of the editor of this little book is to dispose of a myth. 
The reader is presented with an introduction and five essays—one of them 
written as long ago as 1926. Patchy in style and in substance, the book as a whole 
is designed to destroy “the legend of the deterioration of the position of the 
working classes in consequence of the rise of capitalism.” Most of the references 
are to England, although there are sideways glances at German historiography 
and American history. 

One might have thought that the myth had been disposed of already, at least 
for serious historians, by several generations of careful research workers. Un- 
fortunately it is still true that the generalizations of writers like Engels haunt 
many textbooks and consequently make their way into examination papers on 
more than one continent. As T. S. Ashton points out, the grievances—real or 
alleged—of workingmen who lived and died a century ago still cast their shadow 
over student and professor alike. 

The danger of this book is that it gets rid of one myth only to substitute 
another of a more fashionable kind. At times it presents such a one-sided case 
that many irritated readers will still prefer the more familiar outlines of the old 
story. 

Mr. Hayek’s introduction sets the tone. Much that he says is true. The in- 
dustrial revolution led to an increase in material prosperity and a challenge 
to traditional complacency: for the first time in history people were made to 
feel that misery might be avoidable. This has been said before: by saying it 
in the way he says it, Mr. Hayek gets very near to minimizing the social strains 
and stresses of early industrialism. Certainly he makes no attempt to understand 
them. It is not true, for instance, as he says it, that the complaints about “hor- 
rible” conditions in the factory districts were loudest in London and the country- 
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side, where factory conditions were barely understood. Many of the complaints 
came from the factory areas themselves. The forms which they took, the ways 
in which they were communicated, the actions they inspired are all as relevant 
to the historian as the examination of price and output indices. Mr. Hayek 
advises the economic historian to consolidate his working alliance with the trained 
economist: it would be absurd, however, if the historian were to overlook the 
felt grievances and (often) imagined conflicts of the nineteenth century just at 
the present moment in a time when sociologists are beginning to discuss the 
social problems of twentieth-century industrialization. 

Mr. Ashton’s two essays on the treatment of capitalism by historians and the 
standard of life of the workers in England, 1790-1830, are based on more 
detailed study and contain many points of great interest, but it is possible to agree 
with most that he asserts and still feel that J. L. and B. Hammond had much 
of value to say which he ignores. Not all economists would agree with him in 
questioning the usefulness of the term “industrial revolution”: Mr. Duesenberry, 
for example, has described in detail how industrial revolutions “overturn the life 
of almost everybody in the community.” The economics to which Mr. Ashton 
appeals throughout is the economics of the Manchester School: his liberal credo 
(outlined on pages 62 and 63) is a moving one, but it omits much that is 
relevant to a full understanding of the early nineteenth century. It is unfortunate 
that his illuminating second essay—already well known to students—is placed 
next to a highly polemical article by W. K. Hutt, which should not have been 
reprinted in its 1926 form without revision. 

A short article by Bertrand de Jouvenel adds nothing to our knowledge of 
early capitalism, but does succeed in pointing to some of the logical and philo- 
sophical considerations that clearly influence the writers in this volume. His 
essay is by far the most stimulating in the book, and on one occasion he gets 
near to the crux of the subject. He suggests that many writers on the economic 
and social history of early industrialism have taken for granted that a sharp 
increase in the social awareness of and indignation about misery is a true index 
of increased misery, and have given little thought to the possibility that the 
increase might have been a function of new facilities of expression, growing 
philanthropic sensitivity, and a new sense of the human power to change things 
(p. 100). This criticism is just, and it is along such lines that the social history 
of the early nineteenth century must be re-examined. There is still much neces- 
sary research to be carried out, but it must be critical and not polemical. Too 
many partisans ask us to choose between Clapham (or Ashton) and the Ham- 
monds: is an “either-or” choice really necessary? 


Asa Bricos,Worcester College, University of Oxford, England 

Index to Economic History Essays in Festschriften, 1900-1950. By Hedwig 

Schleiffer and Ruth Crandall, with a Preface by Arthur H. Cole. Cambridge, 

Massachusetts: Published by Arthur H. Cole and distributed by Harvard 
University Press, 1953. Pp. vi, 68. $2.50. 


The compilers of this index have rendered a valuable service to economic 
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historians. They have tracked down and analyzed some five hundred Festschriften 
published from 1900 to 1950 and offer here for the first time a guide to the 
studies on economic history located—and hitherto largely buried—in these 
volumes. 

This most useful digest provides a list of the indexed Festschriften, arranged 
alphabetically under the names of the scholars in whose honor the volumes 
were prepared, followed by a very full classified index to the pertinent essays 
contained in them. The index comprises over fifteen hundred entries, systematically 
arranged and subdivided by geographical areas and subjects under the major 
historical periods. The compilers have been notably successful in surmounting 
the considerable difficulties inherent in any consistent classification of studies 
covering widely divergent themes and pertaining to many different areas and 
periods of time. They have produced a guide which is well arranged and con- 
venient to use. Considerably more than half of the entries in the index are 
concerned, as is to be expected, with the modern period. Somewhat less than 
a quarter refer to the mediaeval period, and approximately one hundred and 
fifty relate to varied aspects of the economic history of the ancient world. Entries 
relating to studies on the history of economic thought and cognate topics, on 
the history of business economics, and on economic historiography and methodol- 
ogy are brought together in the last two sections of the index. Two useful 
supplementary indexes—an index of authors and an index of proper names— 
complete the compilation. 

Mr. Schleiffer and Miss Crandall are to be congratulated on this compre- 
hensive and painstaking work. It is an essential reference book for all students 
of economic history. Credit is due also to Mr. Cole and the Committee on Re- 
search in Economic History for their part in bringing this project to fruition. 


Mutrorp Martin, New York University 


The Rise and Decline of Liberalism. By Thomas P. Neill. Milwaukee: The Bruce 
Publishing Company, 1953. Pp. ix, 321. $5.50. 


This book is concerned with Liberalism as “a secular religion” that flourished 
in Western Europe and the United States from 1815 to 1914. It contrasts Liberal- 
ism as a “sectarian doctrine” with that wider liberalism or “generosity of spirit” 
which, it tells us, is an attribute of at least one half the human race. 

In dealing with sectarian Liberalism Mr. Neill attempts two separate and 
distinct tasks: he surveys the development of liberal doctrine from early modern 
times, in terms of both theory and practice, and he evaluates Liberalism’s role 
and significance from the standpoint of Catholic humanism and a liberal Catholic 
faith. 

It may be said that Mr. Neill does not succeed very well in either of these tasks. 

Let us grant the need for a history of modern liberal movements in all their 
varied practical and intellectual aspects. Mr. Neill does not bring to this task 
the vast range of scholarship necessary for its fulfillment. It must be a remark- 
able man, indeed, who could survey, even in outline, this gigantic secular 
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movement in England, the United States, Italy, Belgium, Germany, and France! 
Mr. Neill, in attempting just this, has been forced to rely heavily on texts and 
general surveys. The result is a series of quite unoriginal essays. 

He concentrates mainly upon “Anglo-Saxon Liberalism” because, he thinks, 
“continental Liberalism did not make a major contribution to our way of life” 
(p. viii). Believing this, a wiser man would have done well to skirt the 
Continent completely. Mr. Neill does not; he shows with reference to France 
especially, a country of major importance in the development of liberal ideologies, 
a surprising ignorance of his field. The Enlightenment i is dismissed with a few 
airy generalizations. Its towering achievement in philosophy, humanism, and 
political and economic thought is presented as nothing more than a forerunner 
of the narrow antidemocratic outlook of the doctrinaires. And the Enlighten- 
ment, it seems, finds its true shrine and resting place—in the Constitution of 1791! 

As for the development of the great liberal-democratic republican movement 
from 1830 till 1914, Mr. Neill does not even find it necessary to mention it. 

He is better informed about English history, but there is little in his book that 
is new for the study of English economic and political theory and its develop- 
ment during the nineteenth century. An interesting statement of the theoretical 
basis of the “Lib-Labs” will be found in Chapter 13; but it is surprising and almost 
incomprehensible that this material is in no way related to Fabianism. 

In the final chapter, Mr. Neill turns to the job of evaluating Liberalism and 
its significance from a Catholic humanist standpoint. This is the most suggestive 
part of the book because it attempts to relate the achievements of the past to 
living needs. If only this had been the central theme of the study! The jacket 
blurb tells us that this chapter “elevates the work above the level of redundant 
summary.” This is not so. This chapter is tacked on as a kind of postscript. It 
is not a theme that gives relevance and meaning to the whole. 





Joun A. Scort, The Fieldston School 


The Present as History: Essays and Reviews on Capitalism and Socialism. By Paul 
M. Sweezy. New York: Monthly Review Press, 1953. Pp. viii, 376. $5.00. 


This collection of book reviews and minor articles covering more than a 
decade deserves notice. It is, in fact, a rarity. Mr. Sweezy, formerly of the 
Economics Department of Harvard, is a thinker of the Marxian persuasion who 
obviously does not regard himself as subject to Communist discipline. His writings 
adhere to those standards of presentation and argument that mirror the values 
traditionally set upon such distinctions as creed and evidence, objective and sub- 
jective, politics and science—at least to the extent required by an effective 
universe of discourse. To the non-Marxian scholar, this is a matter of no negligible 
import today. In spite of all that we know to be true about a divided world, 
Marxism was one of the prime forces shaping nineteenth-century thought when 
it was still at one. The influence that Marx exerted on non-Marxian thought as 
reflected for instance in Weber’s, Tawney’s, or Schumpeter’s work was being 
registered, critically appraised, and confronted with the evolving evidence. This 











294 Reviews of Books 





continuity in the history of doctrine is now interrupted. Political monopoly 
(such are the facts) makes it impracticable to learn what a Marxist who might 
hold himself primarily to be a scholar would eventually have to say about any- 
thing. At present hardly any authentic evidence is available anywhere of Marxian 
views from independent sources. But how then is the Marxian complex of 
doctrines and methods to be tested against the emerging facts? the wheat and 
the chaff to be separated? and either of them prevented from being utilized to 
the detriment of objective analysis as grist to political mills? The book itself 
contains but little in the way of theoretical novelties, but the originality of 
phrasing and the detail permits the author to make at numerous points realistic 
contributions, especially in dealing with the American scene. But its outstanding 
value to the student of the social sciences lies, as we said, in the immediacy with 
which freely formulated Marxian thinking is here seen to react to almost all the 
significant productions of the period. The essays on Veblen and Keynes are 
perfect instances of the condensation of a singular viewpoint on a controversial 
subject, on a high level. 


Karu Potany1, Columbia University 


Thorstein Veblen: A Critical Interpretation. By David Riesman. New York: 
Charles Scribner’s Sons, 1953. Pp. xv, 221. $3.00. 


The chief purpose of this volume is to present and evaluate Veblen’s theoretical 
system by determining whether his concepts are a useful guide to the United 
States today. This standard, as David Riesman applies it, makes Veblen look pretty 
shabby. In many respects, Veblen was shabby: his emphasis on the “instincts” of 
workmanship and idle curiosity and the parental bent, his belief that “races” 
inherit character—surely these begged the crucial questions. In his advocacy 
of rigorous efficiency in production and strict asceticism in consumption, Veblen 
blueprinted a society that would be drab and an economy that would not function, 
at least not if its productive mechanism were developed. Moreover, as Riesman 
observes, conspicuous consumption has yielded place, among large segments of 
the wealthier classes, to conspicuous nonconsumption. 

These objections to Veblen, while not all original with Mr. Riesman, are 
telling ones. But they are isolated fragments in a lopsided and misleading book. 
Where Veblen is vulnerable, Mr. Riesman ridicules him at length. Where Veblen 
is sound and penetrating, Mr. Riesman hastily acknowledges the merit and looks 
for something else to ridicule. Thus, while admitting the virtue in Veblen’s 
concern with the processes of change in society viewed as an entity, Mr. Riesman 
does not pause to analyze these matters or to compare Veblen in this respect to 
his contemporaries. Instead he uses a quarter of his book to reprint extracts from 
the biographical works by Dorfman and Duffus, annotated with his own psy- 
chological interpretation. Veblen, by this account, rebelled against all restraints 
and responsibilities because he had been restrained in childhood by a stern father. 
Having tirelessly elaborated this theme, Mr. Riesman comments in an offhand 
way that he does not know nearly enough about Veblen’s childhood to be sure 
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his interpretation is valid. The reader may well feel, at this point, that he has 
been the victim of a rather grim joke. 

David Riesman (like Veblen) is a very witty man, sometimes (again like 
Veblen) to his own undoing. His book, in spite of its occasional insights, 
exercises wit more than understanding. Doubtless some readers will welcome 
the substitution, especially among the undergraduates who presumably form 
most of its intended audience. Others will prefer in the future, as in the past, 
to seek their knowledge in the pages of Veblen and Dorfman. 


Ray Gincer, Harvard University 


LABOR AND POPULATION 


The Origins of the Labour Party, 1880-1900. By Henry Pelling. London: Mac- 
millan; New York: St. Martin’s Press, 1954. Pp. ix, 258. 21s. $4.00. 


Henry Pelling, Fellow of Queen’s College, Oxford, has followed in the foot- 
steps of one of his predecessors as history tutor at Queen’s, Godfrey Elton (later 
Lord Elton) in writing of the beginnings of the Labour party. His book lacks 
the vigor and gusto of Elton’s ‘England, Arise!’ (1931), which, quite apart 
from the charm of its style—which is very much that of Lytton Strachey—is 
still by far the best rendering of the spirit of the pioneers and the main course 
of their work, and covers the exact period now studied by Pelling. The chief 
strands of the story, the Social Democratic Federation, the Fabians, the London 
dock strike, Hardie and the Independent Labour Party, still shine most clearly 
in Elton’s pages. And for the great days of propaganda in the nineties—the 
long week-end journeys of the tireless lecturers, the hymn-singing Sunday meet- 
ings of the faithful—the autobiographies, some of them too late for Lord Elton 
and too general for Mr. Pelling (though he knows them all) still deserve reading: 
especially those of Snowden, Lansbury, Jowett, S. G. Hobson, Snell, and Blatch- 
ford (and also Laurence Thompson’s fine Robert Blatchford: Portrait of an 
Englishman [1951]). 

What, then, does Mr. Pelling add? He gives us more of the nineties, where 
Lord Elton prefers the eighties; more of the north of England and of Scotland, 
where radicalism and socialism were stronger than they were in London, home 
of the Fabians, of permeation and of the Lib-Lab alliance beloved by the Trades 
Union Congress. He tells us a little more of socialist activities before 1881, of 
the brave little Scottish Labour Party, of those curious Labour churches one 
would like to know even more of. He suggests—an intriguing thought—that the 
economic historian, Thorold Rogers, influenced many a socialist by his Work 
and Wages. He makes a good deal of the early importance of H. H. Champion, 
and also of Joseph Burgess’ Workman’s Times. Above all, he shows in a careful 
narrative why the trade-unions came around, in the late nineties, to the support 
of labor representation in Parliament (the main cause was the employers’ counter- 
offensive, well described in Halévy) and how their interest was guided into 
the conference at the Memorial Hall, Farringdon Street, London, on February 
27, 1900. 
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Altogether, the book is more precise than Elton’s. Mr. Pelling has read a few 
more of the obscure journals, biographies, and pamphlets than Elton (though 
Elton’s bibliography misses little that Pelling mentions); he has consulted 
a number of collections of documents (listed in a useful appendix) that Elton 
did not use. He gives a valuable list of. the number of members of the socialist 
societies, year by year, and of the early trade-union affiliates of the Labour Repre- 
sentation Committee. He has some excellent illustrations. It is a pity that he 
omitted a bibliography of the printed literature of the subject, even though one 
can be reconstructed from the footnotes. 

Mr. Pelling has done his task well, and it will not need to be done again soon. 
One hopes that now the students of the Labour movement will be content to 
leave the pioneering days alone for a bit, and give us what we badly need—and 
one says this in spite of G. D. H. Cole’s important works—a careful yet lively 
history of the Labour party after 1900, and particularly in the years from 1914 to 


1935. 





C. L. Mowat, University of Chicago 


Unity and Diversity in European Labor. By Adolf Sturmthal. Glencoe, Illinois: 
The Free Press, 1953. Pp. 237. $3.75. 


Selig Perlman in his classic Theory of the Labor Movement set out to devise 
an approach that would apply to all areas and all times. It is the main thesis 
of Adolf Sturmthal’s volume that a diversity of tradition, of economic, social, and 
political conditions will lead to a diversity of solutions even when the problem 
seems identical from one country to another. Since the central question for any 
labor theory is to find out why the labor movement in a given country has 
developed the way it did, Mr. Sturmthal’s approach is likely to yield not only 
an interesting historical narrative, but also a valid contribution to theory. 

The book grew out of a series of lectures designed to introduce the audience 
to the history and the major problems of present-day European labor movements 
rather than to furnish an exhaustive study of the field. The author is therefore 
fully aware of certain limitations of his treatment. One might regret that Italian 
developments are dealt with only incidentally, that little discussion is devoted 
to an institution such as the postwar Joint Factory Committees (Comités d’Entre- 
prise) in France, which would actually have given the author an excellent 
opportunity to test some of his general propositions. Mr. Sturmthal has replied 
in advance to such objections that the main objective of his volume is to stimulate 
interest and to lead students to further research. 

The introductory part of the study, explaining how in all of Europe feudalism 
determined the class consciousness of the European worker, will prove particularly 
helpful to the American reader. Such an analysis is indispensable for the under- 
standing of the growth of political unionism, a common characteristic of all 
European countries however different the concrete pattern of developments 
may have been in different nations. Both for interbellum and postwar develop- 
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ments, the author devotes much space to an explanation of the contrast between 
political unionism and mere pressure group activities, clarifying, it seems to 
me, considerably the occasionally too sweepingly dichotomous definitions and 
conclusions of his earlier work, The Tragedy of European Labor, 1918-1939. It is 
true that in this respect the last decade has led to a remarkable narrowing of the 
gap between European and American labor: the former has given clearer ex-' 
pression to job consciousness, the latter has, with a few notable exceptions, 
acknowledged a widening of the scope of its interests. 

It is probably again due to the character of the lectures out of which the book 
grew that much detailed attention is given to organizational developments of 
the labor movements on the national and international level and to a factual 
description of collective bargaining processes in various countries, while some of 
the more fundamental questions are only hinted at. These are obviously problems 
awaiting the further study that Mr. Sturmthal invites. 

The author struggles valiantly with the perplexing question why in two 
countries of Western Europe a democratic labor movement seems doomed (though 
he hesitates to say that much about Italy and France), while in the rest of free 
Europe communist influence in the trade-unions is negligible. It will probably 
take both a deeper searching and a more general analysis to explain the failure 
of democratic socialism even after the often incriminated prewar contrast be- 
tween words and action has been resolved by the fact that “revisionism has been 
carried over into the language of the movement as well” (p. 138). 

Especially in his discussion of the British and Scandinavian scene, the author 
contrasts interestingly diverging opinions expressed by the labor leaders in these 
countries as to the role of trade-unions under conditions of a mixed economy and 
of full employment. But he does not argue in either economic or sociological 
terms what may be the ensuing transformation of the labor movement. The 
fascination that the question of co-determination holds for the German unions 
is recorded; but it deserves both a political and a psychological explanation, es- 
pecially after the failure of a similar postwar experience in France. 

In a most valuable appendix the author adds to the series of re-evaluations 
which Selig Perlman’s book has undergone at the occasion, as it were, of its 
twenty-fifth anniversary. Mr. Sturmthal, gathering evidence from the European 
experience, especially in regard to the relationship between intellectuals and the 
labor movement, to the outlook on political actions, and to postwar develop- 
ments, concludes that Perlman’s theory is an inadequate or at least incomplete 
tool of analysis on the world scale. In his opinion, however, “the disciples have 
been more rigid than the master. They are in danger of turning into a dogma 
what the master himself seems quite prepared to develop and revise” (p. 227). 

The problem seems to be whether it is sufficient to test Perlman’s theory 
merely by its applicability to modern and foreign trade-unionism. From other 
sides (see especially the very penetrating analysis by Charles A. Gulick and 
Melvin K. Bers, “Insight and Illusion in Perlman’s Theory of the Labor Move- 
ment,” Industrial and Labor Relations Review, V1 [1935], 510-31), the funda- 
mental tenets of the theory itself have been challenged and much of the circular 
reasoning contained in Perlman’s thinking has been brought to light. 

When someone finally attempts to build a more valid theory of the international 
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labor movement, Mr. Sturmthal’s work will offer a wealth of carefully observed 
and interestingly evaluated facts. 





Henry W. Exrmann, University of Colorado 


Colonial Development and Population in Taiwan. By George W. Barclay. Prince- 
ton: Princeton University Press, 1954. Pp. xviii, 274. $5.00. 


Westerners, for some reason, have been curious about the natives of the island 
of Formosa for some time. In 1704, a certain George Psalmanazar, posing as a 
Formosan, tried to satisfy this curiosity by writing a book about the inhabitants 
of that faraway island. Since then, in the two hundred years under Chinese rule 
and fifty years under Japanese rule, the island had been secluded, and, despite 
occasional studies, the information possessed by the West on the inhabitants of 
Formosa has not been much more authentic or more illuminating than the 
fabrications of the impostor Psalmanazar. 

Now, at last, a scholarly work has appeared on the people of Formosa, a work 
that gives us information and data on the social process of population growth. 
This is the volume by George W. Barclay, the fourth of a series of population 
studies published under the sponsorship of the Office of Population Research of 
Princeton University. For his study of the population problem of Formosa, the 
author uses the extensive and accurate statistical records kept by the Japanese 
during their half-century occupation of the island supplemented by his own on- 
the-spot observations made while he was a member of the Joint Commission 
on Rural Reconstruction in Taiwan in 1952-1953. 

Mr. Barclay’s book is a thoughtful study of the impact of an aggressive program 
of agricultural development on the growth of population. He points out that 
despite the establishment of industries and extension of foreign commerce, the 
Japanese made little significant change in the pattern of employment and the 
social habits of the people. The bulk of the Taiwanese continued to earn their 
living by being farmers, retaining a familial system that encouraged a high 
birth rate in order to provide manpower for the fields and to offset the 
high mortality rate. But, by improving sanitation and medical services that 
reduced the mortality rate by nearly half, the Japanese administrators upset 
the delicate balance between the birth rate and the mortality rate, and the result 
was a sudden phenomenal rise in population. By 1940, the Formosans were 
increasing at the rate of 2.5 per cent per annum, which, compounded continuously, 
would have enabled the islanders to increase twofold every twenty-eight years 
and twelve times in a century (p. 13). This is a frightening picture when one 
considers the limitation of food supply and the lack of outlets for the rapid 
ballooning of the population. Fortunately, the statistics indicate that the greatest 
growth was during the initial period of Japanese rule and that after 1940 there 
were signs that the expansion was tapering off. In his conclusion, Mr. Barclay 
makes an eloquent plea for industrialization as a means of counteracting the 
population growth. 

Besides the official Japanese sources Mr. Barclay has also delved into and utilized 
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collateral works by Japanese and Chinese writers to corroborate his findings. 
His presentation, furthermore, is accompanied by an impressive array of tables, 
graphs, and maps. On the whole, his book is an admirable and workmanlike job 
of research and affords little ground for criticism except in some minor matters 
of detail. His statement (p. 4) that the Hakka people from Kwangtung “were 
an ethnic minority in China and as such they occasionally were targets of 
organized abuse” so that a considerable number of them in the seventeenth 
century fled to Formosa for refuge is, in the light of modern scholarship, in- 
correct. The Hakkas—and this reviewer is one—are not an ethnic minority but 
Chinese, they are not confined to Kwangtung but may be found in many parts 
of South and West China, and the migration of some of them to Formosa was 
not the result of persecution but a part of the wholesale emigration that was 
taking place in China at the end of the Ming period. 


June-panc Lo, University of Pennsylvania 


MONEY 


Financial History of the United States. By Paul Studenski and Herman E. Krooss. 
New York: McGraw-Hill Book Company, 1952. Pp. x, 528. $6.50. 


This is an ambitious book. Its authors take a broad view of what constitutes 
financial history, and their avowed aim is to provide material for “a better under- 
standing of the genesis, interrelationships, and effects of governmental fiscal, 
monetary, banking, and tariff policies and institutional arrangements.” The audi- 
ence to which they direct their work includes not only advanced undergraduate 
and graduate students, but also intelligent laymen who are trying to understand 
current developments in these fields. 

In spite of the mass of factual data with which the authors have to cope, this 
is no dry-as-dust compendium. Their point of view is that the goals of public 
finance—what the people expect for their money—have changed as the economy 
has developed and the balance of economic power has shifted. They consider 
these changes calmly and for the most part sympathetically. They do not view 
with alarm the increase in the Federal budget just because it is an increase; they 
discuss it in relation to the national income and the cost of modern warfare. But 
they point out the implications, for inflation and deflation and the public welfare, 
of the management of a large debt. The controversy between the Treasury and 
the Federal Reserve authorities over the postwar interest rate is handled as fac- 
tually and as impartially as the earlier contest between Jackson and the Second 
Bank. 

Slightly more than one fourth of the book is devoted to the period before the 
War between the States; about the same proportion carries the story from 1860 
to the First World War; and the rest of the book is concerned with the period 
since 1914. This division creates a good perspective, and makes it possible to 
handle with considerable detail the recent developments with which we are still 
concerned. 
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There is a lengthy, classified bibliography which will be especially useful to 
graduate students and research workers. The Appendix contains a check list of 
Treasury and Federal Reserve officials by dates of office, and brings together the 
series of government revenues and expenditures that are included in sections 
of the text. The proofreading seems unusually good for a book that contains so 
many facts and figures, and the index is extensive. On the whole the authors 
have succeeded admirably in the task to which they set themselves, and the book 
should prove valuable to a wide group of readers. 


MarcareT G. Myers, Vassar College 


A Study of Moneyflows in the United States. By Morris A. Copeland. (Publica- 
tions of the National Bureau of Economic Research, Inc.) New York: National 
Bureau of Economic Research, 1952. Pp. xxxii, 338, app. 241. $7.50. 


Economic analysis has been enormously enriched in this century by two major 
contributions of American scholars, viz., studies of the balance of international 
payments and studies of national product and income. The present volume 
represents an attempt to effect a comparable contribution through a study of the 
flow of money payments within the United States. It constitutes the culmination 
of nearly a decade of highly concentrated endeavor on the part of the author and 
of less concentrated but still significant thought over a considerably longer period. 
The subject has been Morris Copeland’s main interest over a long period in which 
he has filled with distinction positions of considerable importance in academic 
and governmental life. His technical skill and proficiency are of a high order. 

It is impossible to say at this time, I think, just how important an event the 
publication of the book will prove to have been. My first inclination—in accord- 
ance with the sponsors’ evaluation of the book—was to be overwhelmed by it. 
Certainly no one can fail to be impressed by the diligence and expertness with 
which the elaborate computations of social accounts for the different sectors of 
the economy have been calculated. These accounts show for eleven types of trans- 
actor groups, including households, corporations, and the Federal government, 
such things as the amount of gross national product purchased by each, the 
source of money used in payment, the extent of transfer payments, and the rela- 
tion of financial flows to changes in the composition of assets. Many of the 
accounts are treated on a “combined” rather than a “consolidated” basis, with 
the result that flows of funds within the transactor groups—as from one business 
to another—are disclosed. The result is to provide a more sensitive index of the 
nation’s purchasing than is shown by the national income accounts. 

The intricate and painstaking analysis is believed to throw significant new 
light on the processes of business expansion and contraction and to hold important 
implications for monetary theory and policy. It undoubtedly makes clearer and 
more precise various concepts that are often somewhat dimly perceived. It is 
helpful to be able to clothe what were hitherto abstractions in quantitative esti- 
mates. We are told that the main circuit of moneyflows (exclusive of financial 
“whirlpools”) amounted to $530 billion in 1942 or over three times gross national 
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product. Included in this money circuit were transfer payments of $75 billion as 
well as other items that do not fit easily into the equation of exchange. All this 
is pedagogically useful, whether or not it involves any great change in one’s 
thinking. Tastes differ as to the importance of quantification of monetary analysis; 
the techniques described here will appeal most to those who set greatest store 
by such quantification. Similarly the author’s preoccupation with the superiority 
of electrical over hydraulic models of the circuit flow of money will appeal chiefly 
to those who are intrigued by mechanical analogies for explaining economic 
processes. 

The central question in connection with the relation of moneyflows to business 
fluctuations is said to be why cyclical changes in moneyflows come about (p. 253). 
The answer that it is mainly and immediately by reason of decisions of individual 
transactors about their ordinary expenditures (p. 260) will strike many readers 
as interesting but not especially surprising. The general student of monetary 
theory and policy may find more challenging the occasional critical and interpre- 
tive comments on theory, especially with respect to the equation of exchange and 
the quantity theory. One of the most significant observations is that “money work 
consists not so much in making settlements as in taking up or paying out slack 
when there is imperfect coincidence between ordinary receipts and ordinary 
expenditures” (p. 237). 

All in all, this is an admirable and important volume. If it succeeds in its 
evident purpose of inspiring further extensive analysis of moneyflows in the 
future it will have proved to be a major landmark in the history of monetary 
thought. At the very least, all serious students of money will find it both inter- 
esting and rewarding. 


C. R. Wuirttieszy, University of Pennsylvania 


Home and Foreign Investment, 1870-1913. By A. K. Cairncross. (Studies in 
Capital Accumulation.) New York: Cambridge University Press, 1953. Pp. 
XVi, 251. $6.00. 


The core of this book (Chapters 5-9) consists of a revised version of a Cam- 
bridge dissertation submitted in 1935. Some of the calculations then presented, 
as A. K. Cairncross poignantly remarks, “have led a lively subterranean life in 
the footnotes” of his colleagues. They have been used in contexts quite foreign 
to their original limited frame of reference, and with distorted meanings. In 
preparing this volume, Mr. Cairncross has combined amended chapters from his 
dissertation with several journal articles (some of them also revised) on special 
aspects of the same theme. These include “Fluctuations in the Glasgow Building 
Industry, 1856-1914,” “Investment and Canada, 1900-13,” and “Internal Migra- 
tion in Victorian England.” There is also a short introductory chapter. 

The most distinctive contribution thus made available consists in Mr. Cairncross’ 
calculations of home investment. Substantially he has developed independent 
series for shipbuilding, railways, house construction, and outlays of “local 
authorities.” Data for industrial construction are presented and discarded. Analysis 
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of the Census of Production of 1907 shows that the categories retained stood 
to total new construction in a ratio of 140:80. This ratio then becomes the 
multiplier by which his “home investment” series is computed. It is pointed 
out that the figures do not represent precisely either what is ordinarily called “net 
investment” or “gross investment.” Mr. Cairncross has leaned heavily on Hobson’s 
calculations of “net capital export” for foreign investment, introducing only 
some modifications as to shipping earnings. Necessarily, the resulting totals 
arrived at by somewhat heterogeneous techniques need to be used with caution. 
Mr. Cairncross is exemplary in the modesty of his claims for his series, and in the 
tentativeness with which he uses them in the accompanying essays. 

Perhaps the most striking contention in the book is announced in the intro- 
ductory chapter. Mr. Cairncross contends that for his period the principal 
dynamics for the increase of per capita income at the rate of 2 per cent per 
annum came from foreign investment, largely by the reduction in the prices of 
British imports. He argues that home investment, on the other hand, at times did 
little more than keep pace with population growth. In the long run foreign 
investment was at the expense of home investment. This argument would have 
been even strengthened had Mr. Cairncross been able to incorporate the results 
of Albert H. Imlah’s recent recalculation of the growth of British foreign 
investments. Where Mr. Cairncross discredits such direct estimates as those of Paish 
as too high, Imlah confirms them, and provides a series showing an even more 
rapid accumulation of capital abroad. While the inference for over-all dynamics 
is clear, it is to be hoped that Mr. Cairncross or one of his students will work out 
the consequences of Imlah’s revision for other contentions developed in this book. 

This is a good job of book publishing, but the captions of Tables 20 and 21 
have been reversed, and the last column of Table 21 is incorrectly totaled. 


Letanp H. Jenxs, Wellesley College 


Mouvements monétaires dans Vétat de Milan (1580-1700). By Carlo M. Cipolla. 
(In Monnaie-Prix-Conjoncture, sponsored by the Centre de Recherches Histor- 
iques of the Ecole Pratique des Hautes Etudes.) Paris: Librairie Armand Colin, 
1952. Pp. 92. Frs. 300. 


This brochure is an offspring of two fields in which Carlo Cipolla is expert: 
monetary history and the economic decline of post-Renaissance Italy. The latter 
half of this work consists of a most valuable series of tables summarizing the 
monetary situation in seventeenth-century Milan; arrayed here are the amounts 
and values, for almost each year, of all coins struck. Introducing this statistical 
material are three short essays attempting to analyze several important aspects of 
the relations between monetary fluctuations and business conditions. Apparently it 
is these analytical passages which inspired Fernand Braudel (under whose 
direction this work was translated from the Italian) to contribute a rather breath- 
less introduction, avowing that we have here a veritable revolution in economic 
history. 

Mr. Cipolla, on the other hand, more modestly presents his hypotheses as 
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entirely provisional and chiefly valuable as attempts to encourage further 
research in the field. Some of his most interesting findings are: that Milanese 
coinage remained fairly stable in spite of deepening depression and stagnation; 
that the volume of money in circulation was by no means the most important 
factor in determining price levels; and that it is useless to search for simple 
causal relationships between internal prices and exchange rates. He also presents 
us with tentative “turning points” in long-range price movements and in popu- 
lation changes, and attempts to show the relationships between these develop- 
ments and the tragic decline of the Italian economy. 

There are some unfortunate oversimplifications here, probably inevitable in a 
small work dealing with such a variety of topics. Mr. Cipolla carefully develops 
the notion that the main concern of the monetary authorities was the fluctuating 
value of “grosse monnaie” (gold plus silver coins) in terms of debased vellon 
small change. This was “the nightmare for which the monetary policy of the 
era could find no solution.” Although it is true both gold and silver coins remained 
relatively pure and of full weight, this does not allow Mr. Cipolla to sidestep 
the tiresome old bimetallic problem and to deal with the precious metals as a 
unit in his analysis. His own Appendix I shows that, over his period, the mint 
ratio of gold to silver changed from 1:11.4 to 1:15.0. Another serious weakness 
is his refusal to consider credit as a factor: students of business history will 
blink at his assertion that in seventeenth-century Italy only metal money played 
a significant role in commercial transactions. 

Incidentally, this small work is a good example of a great advantage enjoyed 
by Continental scholars over their American and British colleagues: the ability 
to bring “in-between” manuscripts into the light of day. Here is a monograph 
of less than one hundred pages, which stands by itself, and yet would have been 
rejected by American editors as too long for a journal, too short for independent 
publication. Surely there is a place for such small paperbacks in the American 
academic scene. 


Martin Wo re, University of Pennsylvania 


GENERAL ECONOMIC HISTORY 


Economic Change in America. Readings in the Economic History of the United 
States. Edited by Joseph T. Lambie and Richard V. Clemence. Harrisburg: 
The Stackpole Company, 1954. Pp. 599. $5.75. 


The “Readings in the Economic History of the United States” assembled 
in this volume comprise more than the usual cafeteria-style collection of assorted 
offerings, culled from either documentary or classical sources. Joseph T. Lambie 
and Richard V. Clemence present instead a well-balanced and substantial, if 
somewhat heavy, menu, especially from the standpoint of the undergraduate for 
whom it is primarily intended. To a total of nearly 600 pages the editors have 
contributed less than twenty pages of their own text, briefly introducing the 
subject and the authors in each of the nine sections. But the book as a whole 











304 Reviews of Books 





reflects the extensive labors and the excellent judgment that went into the 
selection and organization of the thirty-seven readings under the broad theme 
of economic change. 

Ranging from half a dozen to nearly forty pages in length, these readings 
are not merely fragmentary excerpts, but generally offer complete essays or 
articles. Indeed, it is noteworthy that twenty-five of the thirty-seven are derived 
from periodical journals, another four from annual publications, and only eight 
from books or reports. This preponderance of periodical sources gains further 
significance from the fact that thirty-five of the readings were originally published 
after 1939; only two, bearing the distinguished authorship of Callender and 
Taussig respectively, date from as far back as 1903 and 1915. Age, either young 
or old, is, of course, no guarantee of quality; but the currency of these selections 
testifies, on the one hand, to the vitality and the freshness of scholarship in 
this field, and, on the other hand, to the skill with which the editors have 
incorporated the advancing frontier of established fact and even controversial 
theory into their collection. They were able thus to avoid the considerable lags 
characteristic of the usual textbooks. Nor should modesty forbid mention of the 
fact that the JourNAL oF Economic History was the original source of seven of 
the contributions, exceeded only by the eight chosen from Agricultural History. 

For a volume of this scope it is both impossible to name all and invidious to 
list only a few of the contributors. The quarrel, moreover, cannot be with them, 
since, aside from the omniscience this would call for, they did not write for this 
particular book, and only the editors may be chided for errors of selection, if 
any. The wide range of content as well as of style and readability is, of course, 
unavoidable, and perhaps even desirable in a collection of this character. Who 
can indeed quarrel with a richly varied and abundant catalogue’ of contents, 
which opens with Schumpeter’s essays on economic innovation, Cole on 
entrepreneurship, and Hansen on business cycles as the key themes, and which 
includes, among others, economists such as Mitchell, J. S. Davis, Perlman, and 
Kuznets; historians like Paxson, Cochran, Hidy, Shannon, and Kirkland; and, 
for good measure, also sociologists and anthropologists like Talcott Parsons 
and Gilfillan, each writing on his chosen topic? All of these the editors have in 
the main succeeded in making part of an articulated pattern of economic activity, 
particularly covering the last century of American development. 

The absence of adequate materials relating to the earlier phases and periods 
of American history somewhat limits the perspective; it is perhaps indicative, 
not so much of the lack of economic change, as of the more conspicuous and 
accelerated character of change in the recent period. Certainly it is this period 
that has dominated the interest and activities of contemporary scholarship. 
In their concentration upon this latter source, despite the more comprehensive 
connotation of the title, Messrs. Lambie and Clemence have made available a 
significant and representative sample, if not a complete coverage, of certain 
trends in American economic history. This collection should be eminently 
instructive to undergraduates, but equally so to their teachers, who in a real 
sense are also students of economic change. 


SAMUEL Rezneck, Rensselaer Polytechnic Institute 
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Ancient History of Western Asia, India and Crete. By Bedtich Hrozny. Trans- 
lated by Jindiich Prochdéza. New York: Philosophical Library, Inc., 1953. 
Pp. xiv, 260. $12.00. 


During the First World War Bediich Hrozny succeeded in deciphering the 
Hittite language written on clay tablets with Babylonian cuneiform characters, and 
he created a sensation among scholars by his demonstration that these Hittites 
of central Asia Minor spoke an Indo-European language somewhat resembling 
Latin. After the war, as professor at Prague until his death in 1952, he was 
recognized as one of Europe’s leading students of the languages and history of 
the ancient Near East. The present volume is a translation of a Czech work, 
written during the Second World War, of which a French translation appeared 
in 1947. It can be recommended highly as giving a brief but clear and up-to-date 
account of the sequence of cultures and civilizations in Mesopotamia and adjoin- 
ing regions. There are chapters on Babylonian and Hittite culture, but only a 
paragraph or two in each deals specifically with economic history. 

The author is especially interested in the migrations of peoples, concerning 
which he expresses many questionable theories. Largely because of Mr. Hrozny’s 
discoveries, scholars have usually supposed that the Hittites entered Asia Minor 
from Europe about 1900 B.c., coming by way of the Dardanelles. In this book 
Mr. Hrozny insists that they came from southern Russia by way of the Caucasus. 
This suggestion had already been made by others, and much can be said in its 
favor. It is more difficult to follow Mr. Hrozny when he declares that the Semites 
and Hamites came from Russia or central Asia by this same route. It is ordinarily 
believed that these peoples are two branches of a race that migrated from the 
Sahara before 15,000 B.c., when climatic changes paralleling the recession of the 
glaciers in Europe turned that African region from a fertile grassland into 
the desert we know today. Mr. Hrozny pontifically declares this theory “impos- 
sible,” but without telling why. One result of his own theory is that he regards 
Egyptian civilization as a minor offshoot from Mesopotamian civilization, and 
consequently says little about it. The most novel feature of the book is even 
more questionable. Mr. Hrozny believed that he had succeeded in deciphering 
the languages of both Crete and of the early Indus valley, and that both Cretans 
and “Proto-Indians” were Indo-Europeans who came from Europe—by way of 
the Caucasus. Readers who have not followed the matter closely should be 
warned, however, that while Mr. Hrozny published his decipherments more than 
ten years ago, they have not yet received wide acceptance. Other attempts at 
decipherment have since been made, and it is still too early to say what family 
these languages belong to. 

The present volume (printed in Czechoslovakia) is well printed, with about 
150 illustrations, a few of which are in color. The translation is generally smooth 
and idiomatic, but the translator occasionally has trouble with proper names, 
sometimes using standard English forms, sometimes transliterating from Czech 
or German. He is apt to arrive at strange results, as when he writes “Cyros,” 
which is neither English nor German, Latin nor Greek. But though he is not 
consistent in his spelling of proper names, he consistently misspells “millennium.” 


J. W. Swain, University of Illinots 
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The Joshua Starr Memorial Volume. New York: The Conference on Jewish 
Relations, 1953. Pp. vii, 262. 


Joshua Starr, to whose memory this volume is dedicated, was a particularly 
bright and versatile scholar who died in 1949 at the young age of 42. His main 
field was Byzantine history, in particuar the history of the Jews in the Byzantine 
countries, but he worked in many other fields, such as textual criticism of the 
New Testament, Christian sect life, comparative folklore, and medieval Arabic 
documents, and, in addition, he was very active in the study of contemporary 
social problems. 

The present volume reflects the many-sidedness of the man to whom it is 
devoted. It contains eight articles dealing with Byzantine and Mediterranean 
history in general and eleven others about Oriental and Jewish subjects of the 
greatest conceivable variety; and just as Joshua Starr, a native of New York, 
was proficient in many languages—the biographical sketch at the beginning 
of the book lists eight, besides English—thus the memorial volume brings con- 
tributions in English, Hebrew, French, German, and Yiddish and includes, in 
addition, source material in Greek, Italian, Arabic, and a Judaeo-Arabic vernac- 
ular. Naturally, no reviewer can speak with authority about such a variety of 
subjects. However, as one who has read the whole volume with great benefit, 
I can testify that the devoted friends of Joshua Starr have succeeded in assembling 
an impressive array of significant and instructive contributions. 

The readers of this journal will find special interest in R. S. Lopez’ article 
about the origin of the Merino sheep. Mr. Lopez accepts the opinion that it was 
originally an African stock, called after the Banu Marin or Merinids, who in 
the thirteenth century ruled over considerable parts of North Africa. His new 
contribution is the interpretation of a Genoese document, written in Pisa, anno 
1307, and dealing with the import from Tunis of “wool which is called merinus.” 
Mr. Lopez comes to the conclusion that the merino wool became successful 
after it had been improved by the Spaniards and after the Great Depression 
of the middle and late fourteenth century forced the Italian merchants to look 
for a cheaper substitute for the expensive English material. 


S. D. Gorretn, Elkins Park, Pa. 


Ayrshire: The Third Statistical Account of Scotland. By John Strawhorn and 
William Boyd. Edinburgh: Oliver & Boyd, Ltd., 1951. Pp. xviii, 886. Maps. 20s. 


This is the first volume in a series that will eventually cover all the counties 
of Scotland and that reflects in its inspiration and origin the sense of con- 
tinuity characteristic of Scottish scholarship. The first Statistical Account of Scot- 
land was published in twenty-one volumes at the end of the eighteenth century; 
the second or “new” statistical account in the middle of the nineteenth. Now, 
at the middle of the twentieth, the Scottish Council of Social Service, with funds 
provided by the Nuffield Foundation, has set afoot a third statistical account, 
modeled generally on its predecessors. Pilot surveys have been carried out by 
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research workers at the four Scottish universities: the first of these to be com- 
pleted is summed up in the present volume on Ayrshire. Other volumes on East 
Lothian and the City of Aberdeen have since been published and one on Fife 
will, I presume, appear shortly. 

The term “statistical account” is to be interpreted as referring to what Sir 
John Sinclair, originator of the first Account, called “an inquiry into the state 
of a country for the purpose of ascertaining the quantum of happiness enjoyed 
by its inhabitants and the means of its future improvement.” The planning, 
execution, and presentation of the findings have been organized, as in the first 
and second Accounts, by individual parishes and most of the material has been 
supplied by the parish ministers—a fact that should be borne in mind in reading 
the parish accounts and that may explain some of the intriguing last-minute 
corrigenda. To supplement the parish accounts, about one third of the book is 
devoted to a general survey of the county as a whole, with chapters covering such 
topics as history, the county economy, manufacturing, transport, and so on. These 
general chapters are very well done indeed. 

To review such a book for American readers is not easy. It is essentially local 
history on the grand scale and only those few who have a special interest in this 
corner of Scotland or a sentimental attachment to it will find it worth their 
while to burrow through the almost nine hundred pages of text. As a work of 
reference or as a source for comparative regional studies, its usefulness is severely 
limited by the fact that there is no index. Nevertheless, a great deal of con- 
scientious labor has gone into its preparation and as a whole it is a thoroughly 
competent survey. To historians of a future generation it will certainly prove a 
very useful compendium. 


Hucu G. J. Arrken, Harvard University 


WAR 


Lessons of the British War Economy. Edited by D. N. Chester. (The National 
Institute of Economic and Social Research, Economic and Social Studies, 
Vol. X.) New York: Cambridge University Press, 1951. Pp. xii, 260. $4.50. 


This volume brings together the reflections of thirteen British economists of 
distinction (twelve from academic life, one from business) on some of the main 
problems in administration and planning that the authors had to meet during 
their careers as temporary government economists in key advisory or admin- 
istrative posts in the British Government during the Second World War. 
Although the book will have a special appeal for the economist and _public- 
administration specialist, the economic historian will find much to reward him. 
Here are carefully selected data on the development of war-administrative mech- 
anisms and policies, with some illuminating passages on the role of certain 
individuals and on the relations of expert “temporaries” to the permanent 
department officials. 

The most useful general discussions, from the historian’s point of view, are 
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Sir Richard Hopkins’s incisive Introductory Note on the prewar and early war 
planning situation, D. N. Chester’s comprehensive survey of the central machinery 
for planning, Austin Robinson’s penetrating critique of the over-all allocation 
of resources with special stress on manpower, and G. D. A. MacDougall’s 
suggestive study of the contributions of the Prime Minister’s Statistical Section 
and its chief, Professor Lindemann of Oxford (now Lord Cherwell), to the 
formation of Churchill’s policy decisions. Valuable economic analyses and 
historical accounts are to be found in the essays by Richard Stone on the develop- 
ment of national income and expenditure estimates, by Hugh Weeks on Anglo- 
American supply relationships, by G. C. Allen on the concentration of production 
policy, by W. B. Reddaway on rationing, and by E. F. Nash on wartime control 
of food and agricultural prices. Other excellent discussions are those on co- 
ordination in aircraft production by Ely Devons, the control of building by Ian 
Bowen, the allocation of timber by Percy Ford, the local administration of 
agricultural policy by the late A. W. Menzies Kitchin, and the work of a de- 
partmental priority officer by Richard Pares. 

It is regrettable that the editor could not persuade certain highly qualified 
economists to fill certain gaps, such as Treasury policy, labor, shipping, and 
exchange controls, from their intimate experience of these subjects. But this volume 
does not pretend to be exhaustive in range or detail. Its function is to stimulate 
analysis and to supplement the carefully documented and professionally executed 
historical studies in the History of the Second World War, United Kingdom 
Civil Series, edited by W. K. Hancock. Economic historians will rely for a con- 
secutive and rounded narrative upon such volumes in this series as W. K. Hancock 
and M. M. Gowing’s British War Economy and M. M. Postan’s British War 
Production. Yet historians will be grateful for the additional insight and perspec- 
tive that Lessons of the British War Economy provides. It deserves a place next 
to Lionel Robbins’s The Economic Problem in Peace and War. 








Swwney Ratner, Rutgers University 


American Wartime Transportation. By Joseph R. Rose. New York: Thomas Y. 
Crowell Company, 1953. Pp. ix, 290. $5.00. 


Joseph R. Rose has written a critical study of the problems encountered in 
domestic transport (rail, highway, waterway, pipeline, and air) during the 
recent war, and of the solutions attempted by the various agencies of control, 
both carrier and governmental. Despite shortages of labor and equipment and 
particular difficulties of moving certain traffic, the railroads successfully handled 
a precipitate increase in freight traffic that by 1944 was almost double that of 
1940 (in revenue ton-miles) and a passenger load that more than quadrupled 
between 1940 and 1944 (in passenger-miles). The railroads always managed to 
make good any deficit that arose in the facilities of the other means of transport. 
This magnificent achievement was due to improved efficiency in operations, in- 
creased productivity of railroad labor (in part related to the volume of traffic), 
and important technological innovations, in particular the expanded installation of 
centralized traffic control. Lessons learned from the First World War (to deny pri- 
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orities in transport and to prevent congestion at the ports) contributed most im- 
portantly to the success of the rail performance. Carriers, shippers, and governmen- 
tal agencies share the credit. Government operation was avoided largely through 
the efforts of the Car Service Division of the A.A.R., the O.D.T., and the I.C.C. 
acting (for the most part) together to eliminate cross-hauling, to divert and 
reroute traffic, to control stops, speed, and loading of trains, and so on. The 
W.P.B., the War Department, the O.P.A., and other agencies also had fingers in 
the transport pie. 

Separate chapters are devoted to the transport of coal, grain, perishables, and 
petroleum. In each case the prewar or normal patterns of distribution are de- 
scribed, the wartime problems explained, and the control measures evaluated. I 
can say that the comprehensive picture of the coal traffic is excellent, and the 
other chapters seem equally good. 

The solution of the difficulties of petroleum transport was an epic achievement, 
and the performance of tank cars in this service was “the most remarkable 
accomplishment in domestic transport during the war” (p. 196). Significant 
contributions were also made by the motor, waterway, and air transport industries, 
although the O.D.T.’s administration of the Certificate of War Necessity pro- 
gram relating to commercial vehicles was an “egregious and costly error” (p. 281) 
and although the inland waterways were not fully utilized. 

One of the chief impressions conveyed by this book is of the wastes involved in 
the normal transportation arrangements in this country. To illustrate: the ordinary 
waste in the movement of refrigerator cars (empty mileage) because of diversity 
of ownership; the frequent back-hauls, out-of-line hauls, and circuitous routing 
that are an integral part of the complex process of moving grain from producer 
to consumer; conspicuously excessive hauls of coal; cross-hauling in certain terri- 
tory; the underloading of freight cars. Through the co-operation of the A.A.R., 
the O.D.T., the I.C.C., the Army, and other agencies, much of this waste was 
eliminated through centralized direction and control. Without such control, it is 
inconceivable that the wartime exigencies could have been met. 





JosepH T. Lamaze, Wellesley College 


Americans Interpret Their Civil War. By Thomas J. Pressly. Princeton: Princeton 
University Press, 1954. Pp. xvi, 347. $5.00. 


To start with, the title of this book is misleading. It does not deal with 
interpretations of the Civil War, but only with certain efforts to discover the 
causes of the war—and indeed, largely with efforts to assign the blame. A 
considerable part of the book is given over to the “interpretations” of men like 
Lincoln and Jeff Davis and others engaged in making speeches during the actual 
political controversy or writing for popular consumption during the war. Hardly 
half of the book is occupied with so-called “trained historians,” though there is 
little evidence here that the others really gave serious attention to probing the 
causes of the great conflict. In discussing the serious historians, the author nowhere 
even raises the question, did the study of the causes of the Civil War influence the 
scholar’s attitude toward American history in general? Mr. Pressly’s approach 
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is simply to ask, what did this or that historian happen to say about the origins 
of the Civil War? We start with a bromidic summary of a man’s thought and 
discover that his view of the causes of the Civil War is consistent with it 
(sometimes, as it happens, it actually is not). The Civil War was a bolt of 
lightning in American life which continues to agitate the hearts of men. Mr. 
Pressly has succeeded better than anyone I know in cutting it down to an 
occasion for passing remark. Historians—economic or otherwise—holding some 
general ideas about history and history writing may find some useful information 
here, though precious little of it is new. Mr. Pressly, though writing self-con- 
sciously as a historian of ideas, has few ideas to offer. 













WiiuraM Miter, Ridgefield, Connecticut 






The Economic Blockade, by W. N. Medlicott. (In History of the Second World 
War, U. K. Civil Series, ed. by W. K. Hancock.) London: H. M. Stationery 
Office and Longmans, Green and Co., 1952. Pp. xiv, 732. $8.00. 












This is diplomatic, not naval, history. The casual reader, recalling Britain’s 
long experience in using sea power as an economic weapon, may be startled to 
find that the Royal Navy is mentioned exactly nine time in some 660 pages of 
text. Except for parts of five chapters (out of twenty) devoted to the administra- 
tive machinery of the blockade, W. N. Medlicott’s bulky volume consists in the 
main of a detailed account of the diplomatic negotiations, from the outbreak of 
the war to mid-1941, conducted by the British Ministry of Economic Warfare 
with neutral nations over the terms of their participation in—or flouting of— 
Britain’s blockade of the European Axis and its satellites. (A second volume, yet 
to appear, is expected to carry the story through to the end of the war.) 

The blockade was, in actual fact, more a product of diplomacy and administra- 
tion than of naval action. Without the Royal Navy, to be sure, there could hardly 
have been a blockade—unless a vastly expanded air power could somehow have 
been applied to the task, a use of the air arm difficult to visualize. Yet British 
warships did very little blockading. During the first nine months of the war 
Britain deliberately refrained from squeezing neutral trade; after mid-1940 she 
had to fight for her life and, because of incessant struggle against the U-boats 
and the intermittent one against German surface raiders, crippling encounters 
with Italian submarines and the Luftwaffe in the Mediterranean, world-wide 
commitments of imperial defense, and the threat of invasion from across the 
Channel, the Royal Navy was stretched terribly thin. “The margin of naval 
strength in relation to our commitments,” stated a high official in January 1941, 
“is smaller than at any time in modern naval history” (p. 563). Small wonder 
that patrolling and interception of merchant shipping dwindled to a thin pretense. 

The blockade operated largely through the threat, not the reality, of interception 
on the high seas. How litttle substance lay behind the threat became all too clear 
in late 1940 and early 1941 when Vichy France defied the blockade, threatened 
to convoy, and in the space of five months brought in some one and three-quarters 
million tons of cargo through Marseilles alone, including among other things 
enough peanuts to provide Germany and Austria with margarine for six months.. 
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Yet on the whole Britain’s paper blockade worked surprisingly well—in large 
measure, be it noted, through the active co-operation of the United States, which, 
now as in 1917-1918, reversed its historic stand on neutral maritime rights and 
became almost more royal than the king. The blockade amounted, in the last 
analysis, to control at the source—“control on the quays not on the seas.” Mr. 
Medlicott describes in meticulous detail the whole complex machinery of navicerts 
(commercial passports), Commonwealth export licenses, neutral rationing, ship 
warrants, hold-back and advance destination guarantees, even something nastily 
labeled “mewcerts.” In essence, all these devices represented agreements between 
the British government and neutral governments or private firms assuring to 
the latter the right to maintain normal trade at a certain level, under specified 
stipulations, and with a minimum of interference by the Royal Navy. It was 
not enough to stop direct supply to Axis countries; the blockade reached back 
to control trade between neutrals which, through re-export, might ultimately 
supply the enemy, and even neutral imports from enemy countries, which might 
be a source of foreign exchange for the latter. Naval power was not the only 
instrument of suasion. Britain could offer, or withhold, the world-wide facilities 
of a commercial empire—banking, credit, insurance, port services, bunkering, 
ship repair, and the like. To a limited degree she could deny strategic materials, 
such as wolfram, to the enemy through pre-emptive buying. The blockade did 
not strangle Germany, particularly during the period covered by this volume, 
and compared with the later ravages of strategic bombing, it was a pinprick. 
But in the long run it significantly impaired Germany’s power to make war. 
For all the laborious research and thoroughly competent writing that have 
gone into this book, it falls short of being a really searching and rounded study 
of the British economic blockade. The book remains what it apparently started 
out to be, an official agency history, even though a good one. Its boundaries are 
essentially institutional, not topical, an unfortunate limitation, since the Ministry 
of Economic Warfare was not the only department concerned with the blockade. 
There is a curious thinness in the treatment of the impact of the blockade upon 
Germany. Definitive evidence is still lacking, of course, but we might have expected 
a more systematic effort than is made here to assemble and analyze statistics on 
the wartime trade of Continental Europe. In the absence of annotation (a feature 
of all the British official World War II histories), judgments on the use of 
sources are risky, but this work bears the strong imprint of a research effort 
concentrated narrowly on the records of the MEW, and of only meager attention 
to the files of other British government agencies or even published works. There 
is no evidence at all that the author sought access to the unpublished findings 
of other historians, working in the same or related fields, especially in this country, 
although government historians enjoy exceptional opportunities for this kind of 
cross-fertilization. The book has a certain pedestrian quality, finally, as though 
the author wrote directly from his notes without really digesting them. One wishes 
at times that he would sit back, sip a little wine, and reflect. Mr. Medlicott’s study 
is, nevertheless, an impressive contribution, the most ambitious one yet to appear, 
to the still very small literature on economic warfare during the Second World 


War. 


Ricuarp M. Leicuton, Office, Chief of Military History 
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